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PREFACE 


By Theodore Francis Green, Chairman, Special Committee To Study 
the Foreign Aid Program 


The Special Committee To Study the Foreign Aid Program was 
created under the authority of Senate Resolution 285, agreed to July 
11, 1956. The committee is composed of all members of the Com- 
mittee on Foreign Relations and the chairman and ranking minority 
member of the Senate Committee on Appropriations and the Senate 
Committee on Armed Services. 

Pursuant to the terms of the resolution, the special committee was 
instructed to make— 


exhaustive studies of the extent to which foreign assistance 
by the United States Government serves, can be made to 
serve, or does not serve, the national interest, to the end 
that such studies and recommendations based thereon may 
be available to the Senate in considering foreign-aid policies 
for the future. 


In the conduct of its study the committee was also instructed to 
make— 


full use * * * of the experienc, knowledge, and advice of 
private organizations, schools, institutions, and individuals. 


It was authorized to enter contracts for this purpose and not to exceed 
$300,000 was made available to meet the expenses of the committee. 

Since the special committee was instructed to transmit the results 
of its study to the Senate not later than January 31, 1957, and in view 
of the shortness of time available for its work, a small executive com- 
mittee was constituted to supervise the detailed research work for the 
full committee. The executive committee upon instructions from the 
full committee outlined a number of research projects to be under- 
taken by private institutions in the United States. 

In order to supplement those research projects, the executive 
committee made arrangements with 10 individuals to conduct ‘‘on 
the spot” surveys of foreign-aid programs in different regions of the 
world. The individuals concerned were asked to submit a report 
dealing with— 


the fundamental aims of American foreign policy in the area 
visited, the extent to which those aims are valid in terms of 
the national interest, the effectiveness or ineffectiveness 
of the foreign aid programs in advancing those aims, and 
the ways in which the interests of the United States might 
be promoted by changes in the programs now in progress 
or proposed for the future. 
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PREFACE 


Listed below are the regions of the world which were covered by 
the “on the spot”? surveys and the individuals who undertook the 


assignments: 

1. Former Ambassador Norman Armour: Countries—Greece, 
Turkey, and Iran. 

2. Mr. Hamilton Fish Armstrong, editor of Foreign Affairs: 
Countries—Lebanon, Iraq, and Jordan. 

3. Former Ambassador David K. E. Bruce: Countries—Peru, 
Chile, Argentina, Uruguay, and Brazil. 

4. Former Ambassador Jefferson Caffery: Countries—Portugal, 
Spain, France, and England. 

5. Dr. John A. Hannah, president, Michigan State University: 
Countries—Korea, Japan, Okinawa, Formosa, and 
Philippines. 

6. Mr. William Randolph Hearst, Jr., president, Hearst Con- 


“I 


10. 


solidated Publications, Inc., and editor in chief of Hearst 
Newspapers: Countries—Norway, Denmark, and Western 
Germany. 

Mr. Clement Johnston, chairman of the board of the United 
States Chamber of Commerce: Countries—Burma, Thai- 
land, Cambodia, Indonesia, Laos, and Vietnam. 





. Dr. Lewis Webster Jones, president, Rutgers University: 


Countries—Pakistan, India, Afghanistan, and Ceylon. 

Mr. James Minotto, former MSA Chief in Portugal: Coun- 
tries—Cuba, Haiti, Dominican Republic, Venezuela, Pan- 
ama, Costa Rica, Nicaragua, Honduras, El Salvador, 
Guatemala, and Mexico. 

Mr. Allan B. Kline, former president, American Farm Bureau 
Federation: Country— Yugoslavia. 


This report, the first of the ‘‘on the spot’’ survey reports to be sub- 
mitted to the special committee, was prepared by former Ambassador 
Norman Armour, who studied the foreign aid programs in Greece, 
Turkey, and Iran. 

I anticipate that the special committee may wish to make this 
report the subject of a public hearing. In that way it will be possible 
for committee members to test the soundness of the conclusions and 
recommendations of the report. 

This is a report to the Special Committee to Study the Foreign 
Aid Program, and does not necessarily reflect the views of the com- 
mittee or of any of its members. 
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LETTER OF TRANSMITTAL 





JANUARY 11, 1957. 


To the Chairman and Members of the Special Committee To Study the 
Foreign Aid Program: 

I am submitting herewith for the consideration of the committee 
my report on the area assigned to me: Greece, Turkey, and Iran. 

The report was written completely on the basis of my impressions 
while in these three countries during November and early December 
1956. Comment on events which have taken place since then has 
not been included. 

I was accompanied on this trip by Mrs. Armour, who, of course, 
traveled independently, and by Mr. David Hitchcock, assigned to me 
by the committee to provide staff assistance. 

Throughout our trip, every assistance and thoughtful consideration 
were given to us by the Ambassadors and the staffs of the Embassies 
and by the members of the other United States Government missions 
in the countries visited. To the officials of our Government and to 
the officials of the countries visited, I wish to express my deep appre- 
ciation for their helpfulness and friendly hospitality. 

The purpose of the trip, as expressed by the special Senate com- 
mittee itself, was to study the extent to which the present aid programs, 
both military and nonmilitary, in Greece, Turkey, and Iran serve, can 
be made to serve, or do not serve the national interest. With this in 
mind, I have attempted on this mission to review and study the 
fundamental aims of American foreign policy in these three countries; 
the extent to which those aims are valid in terms of the national 
interest; the effectiveness or ineffectiveness of the aid programs in 
advancing those aims; and ways in which those interests might be 
promoted by appropriate changes. 

Arriving in Greece on November 4 last, we spent 6 days in that 
country, 2 weeks in Turkey, and 10 days in Iran. In each country 
we conferred with many people, including our Ambassadors and their 
staffs, members of our military, the International Cooperation Ad- 
ministration and the United States Information Agency missions, high 
officials of the countries visited, local and American : businessmen, news- 
papermen, representatives of United States private humanitarian foun- 
dations, universities and churches and in some instances local political 
leaders presently not in office. 

In all these countries an attempt was made to see at firsthand repre- 
sentative areas other than just Athens, Ankara, and Teheran, the 
capital cities. With this in mind special trips were made to northern 
Greece, including Salonika and some of the surrounding towns, to 
Izmir, Istanbul, and Eskisehir in Turkey and, in Iran, to Isfahan, 
Shiraz, and to several towns in the Teheran area. 
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Both going and returning, helpful conversations were held with 
United States and NATO officials in Paris concerning NATO prob- 
lems in Greece and Turkey. 

Finally, I wish to express my warm and sincere thanks to my 
companion on the journey, Mr. David Hitchcock, for his intelligent 
and helpful cooperation at all times. Having dealt with various as- 
pects of the mutual-aid program over the past several years, he was 
well acquainted with the main problems in the areas visited and, as a 
result, was able to elicit information and to have light thrown upon 
aspects of the program that would otherwise probably not have been 
forthcoming. 

If, as it is hoped, this report shall prove useful to the members of 
the committee and thus serve the purpose for which it was intended, 
it will, in large measure, be due to the devoted labor and thought that 
Mr. Hitchcock has put into its preparation. 

Sincerely yours, 


NorMAN ARMOUR. 





GREECE, TURKEY, AND IRAN 


I. SUMMARIES OF Mayor CoNncLUSIONS AND RECOMMENDATIONS ON 
GREECE, TURKEY, AND [RAN 


A. GREECE 
1. General 


It can be stated, I think, without serious question, that the defense 
of Greece, the maintenance of Greek independence, and its alinement 
with the free world are all vital to the security interests of the United 
States and are important to western defenses throughout the Mediter- 
ranean. The defense of Greece is important to the military and naval 
forces of the United States and Great Britain in that area and is also 
important to the defense of Turkey and the straits. Greece, in Com- 
munist hands, would threaten the entire Middle East and would also 
endanger the security of Western Europe. 

The life of the present prowestern Greek Government depends 
largely on the settlement of the Cyprus issue, and if this government 
should fall, the coalition with pro-Communist representation would 
probably take its place. 

The Cyprus issue has seriously affected the efficacy of Greek 
cooperation with Turkey and Great Britain. Until some solution to 
this crucial problem is found, United States security interests and 
political stability in Greece will remain uncertain, and the Balkan 
Pact between Greece, Turkey, and Yugoslavia a virtually dead letter. 

It must be remembered that while most countries were able to pro- 
ceed to reconstruction after 1945, Greece was not able to begin work 
on her recovery until 1950, after her victory over the Communists. 
This makes her progress since then the more remarkable. But Greece, 
in spite of this recovery and of some potential mining development 
and production increases of certain basic foods, remains basically a 
poor country. 

The United States aid program to Greece—with that to Turkey— 
was the first of such programs in Europe, and while the cost to the 
United States has been high, the results in Greece certainly appear to 
have justified the investment in money and effort. As I was told by 
almost all Greek officials and others I met, had it not been for American 
aid, Greece would now be behind the Iron Curtain. 

Continued United States assistance to Greece is in the security 
interests of the United States, and it remains necessary for Greece to 
devote a large portion of its budget (at present about 30 percent) to its 
military defense and in order to meet its NATO obligations. The 
extent to which this sizable outlay may weaken the Greek economy 
and its development is uncertain. In the long run, United States 
military aid objectives for Greece and NATO force goals and require- 
ments will be self-defeating, if at the same time a weakened Greek 
economy is the result. Fulfillment of United States military aid 
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objectives would be a Pyrrhic achievement if United States non- 
military aid objectives of helping Greece to stabilize and develop its 
economy were defeated in the process. 

United States aid to Greece continues to be generally well-received 
by all major political groups. But military aid is not easily seen by 
the average Greek, while nonmilitary aid is now almost entirely in the 
form of surplus agricultural commodity proceeds absorbed by the 
Greek Government’s budget and thus leaves little trace for the country 
at large to see of any American participation or contribution toward 
the country’s economic welfare. 

It is also true that there is increasing pressure in many Greek 
quarters to get away from United States tutelage and control over 
the use of United States assistance. 

In the final analysis, the future of Greece and of its economy lies 
with tie Greeks themselves. A greater feeling of self-confidence and 
a greater sense of civic, individual responsibility for the operation of 
the Government as a whole must continue to develop. There must 
be a further return of capital fromm abroad, in which an encouraging 
beginning has been made. The Greek people, understandable as their 
hesitations may be, based upon bitter experience, must be persuaded 
to overcome their lack of confidence in the Greek drachma. ‘Taxa- 
tion must be enforced at all levels, banking procedures improved, and 
private foreign and domestic capital investment increased. The 
Government’s 5-year plan revised in 1956 will, if kept within work- 
able bounds, be an important step in the right direction, although the 
goal of a 5 percent a year increase in the gross national product seems 
overambitious. 

But with the progress that has been made in the past 6 years, with 
a much-needed settlement of the Cyprus issue and increased political 
tranquillity over a period of time, Greece should be able to hold her 
place in the free world and assume, as time goes on, a greater part of 
the burden of its military defense and economic development. 


2. Nonmilitary 
(a) Conclusions 


Technical assistance to Greece (at present, less than $1 million) 
has been generally effective, but in some areas was perhaps terminated 
before its lessons had fully taken root. 

Other than technical assistance, nonmilitary aid consists of about 
$17 million in local currency cenerated from the sale of title I, Public 
Law 480, surplus agricultural commodities, allocated by the ‘United 
States Operations Mission to the Greek Government’s investment 
budget for development purposes. All title I, Public Law 480, funds 
are in loans. 

The United States is also providing title III, Public Law 480, surplus 
agricultural commodities for distribution to school children and to the 
indigent. 

The United States nonmilitary aid objective of helping the Greeks 
achieve economic stability and prosperity may be somewhat ambitious 
on the basis of the relatively small amount of nonmilitary aid in the 
program at present. Much remains to be done before United States 
objectives in this field will be achieved at the present rate of non- 
military aid. 

Because nonmilitary aid is, with the exception of technical assist- 
ance, all in proceeds from the sale of surplus agricultural commodities, 
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which are released to the Greek Government, the United States Oper- 
ations Mission’s control to assure maximum use of funds in develop- 
ment projects is quite limited. However, it is questionable whether 
the United States Operations Mission could exercise more control 
without risking increased resentment. 


(b) Recommendations 


That technical assistance funds be increased with more emphasis on 
agriculture, reclamation, and methods of attracting private 
investment. 

That technical assistance in helping the Greek Government establish 
farm schools similar to the American Farm School at Salonika be 
considered. 

That certain commodities such as farm machinery be provided 
in the aid program, with the proceeds from their sale furnishing cheap 
agricultural credit to the Greek farmer. 

That care be taken in the future not to terminate technical aid im 
certain areas before the lessons taught have firmly taken hold. 

That serious study be given to finding improved methods of assuring 
adequate control over commodity proceeds accruing to the Greek 
Government. 

That International Cooperation Administration efforts to use the 
withholding of commodity proceeds to discourage Greek inflation be 
discontinued. 


3. Military 
(a) Conclusions 


From the military point of view Greece’s strategic location, member- 
ship in NATO and position in the Mediterranean render its defense 
vital to the whole area. Communist control of Greece would threaten 
a entire Middle East and would increase the dangers to Western 

urope. 

United States military aid is aimed at helping Greece provide 
internal security, fulfill its NATO commitments, and deter aggression, 
thus preserving Greece to the free world. 

Although the Greeks understand the value of NATO to them, some 
sentiment exists to cut further the size of Greece’s army, now num- 
bering more than 100,000 men in uniform. About 30 percent of the 
total Greek budget is for military purposes. 

It is difficult to judge whether Greece’s present forces and military 
budget are well adjusted to Greece’s security needs without further 
knowledge as to the amount and kind of exterior aid that would be 
forthcoming in event of war, and without further study of whether 
the present Greek military effort is or is not too heavy a burden on the 
country’s economy. 

The caliber of the Greek forces is good, but there isa shortage of 
trained specialists and also of certain military equipment. 

The Joint United States Military Advisory Group in Greece is at- 
tempting to reinforce and modernize Greek forces and generally to 
protect earlier United States military ‘‘investments.”’ 

United States aid to Greece for primarily military purposes amounts 
to about 90 percent of all United States current aid to Greece, in dol- 
lars appropriated or in local currency proceeds. Most military aid is 
either in end items, spare parts, or in local currency proceeds from the 
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sale of agricultural commodities which are allocated to the Greek mili- 
tary budget. Some of the latter funds, considered defense support, 
have. been in loans. 

Greece lacks defense production resources and capabilities in most 
items. Thus Greece must rely on the United States for almost all 
end items and spare parts. 

Greece would probably cut its military expenditures if nonmilitary 
aid were substantially reduced and would use those funds for economic 
purposes. 


(b) Recommendations 

That careful study be given to assure that United States military 
aid objectives and NATO objectives coincide. 

That more long-range planning be given to assure that NATO re- 
quirements for Greece are realistic and sound in terms of Greece’s 
economy. 

That all primarily military aid be in the form of grants, including 
defense support to the extent that it continues to be for military pur- 
poses. 

That every effort be made to assist Greece in training technical 
specialists needed for their military establishment. 


B. TURKEY 
1. General 

Turkey’s economic situation today is an extremely difficult one. 
Its combined internal and external debts total about $2 billion and 
credit with other. countries is shrinking. Its currency is grossly 
overvalued and there is a serious shortage of foreign exchange. 

The situation is largely caused by overdevelopment—too fast with 
too little. The Government has instigated certain policies to correct 
the situation, bit it balks at taking the most vital step, devaluation. 
It has thus far compromised on a special exchange rate for tourists. 

The Government’s position is, apparently, that the solution lies in 
stepping up economic development, increasing domestic production, 
and thus reducing imports. 

The United States Operations Mission is attempting to discourage 
new large-scale development projects and to induce the Government 
to concentrate on completing existing projects. 

On the positive side, the country is virtually self-supporting in 
food except for tea, coffee, wheat, etc., and there would appear to be 
a considerable potential in natural resources. 

Lack of skilled manpower, an antiquated educational system, 
inadequate and poorly enforced taxation, heavy farm subsidies and 
slowness in deemphasizing state control of industry are further factors 
affecting economic development. Also, shortage of foreign exchange 
prevents Turkey from importing the raw materials ahd equipment 
required to complete existing projects. 

olitically the Government appears stable, with 455 seats out of a 
total of 541 in the Grand National Assembly. Restrictions on freedom 
of the press and assembly have caused resentment, but these and other 
grievances do not, to date, appear to be sufficiently serious to threaten 
the Government. All groups, Government and opposition, favor the 
United States aid program, although some of the latter feel that it 
inevitably, although not deliberately, helps the Government in power. 
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Some slowness in bringing the knowledge of the full extent and 
nature of the United States aid program to all sections of the country 
will, it is hoped, be corrected by an intensive United States Informa- 
tion Agency program which is planned for this year’s 10th anniversary 
of the United States aid program to Turkey. 

Except for a United Nations technical assistance program and some 
military assistance from Canada, there is little foreign assistance 
other than from the United States. 

While there are no substantial Communist-bloc activities in Turkey 
today, there is traditionally considerable commercial trade in non- 
strategic commodities with that area. 


2. Nonmilitary 
(a) Conclusions 


Plans to increase technical assistance to Turkey in the coming few 
years are well justified, especially if greater emphasis is given to educa- 
tional projects. However, until such time as Turkey is able, with 
present levels of United States assistance, to catch up on its Over- 
expansion and take the steps it knows must be taken to straighten 
out its economy, it would not be in United States interests—or in fact 
in Turkey’s own long-range interests—to increase substantially 
economic assistance to Turkey over present levels. 

But it is quite probable that, as Turkey takes the steps necessary 
to set its economic house in order, there will be a need for additional 
capital assistance. 

For the present there would seem to be no great benefit in burdening 
the Turkish economy with additional dollar debts and it would there- 
fore seem inadvisable to recommend an increase in loans over grants. 
Especially in the light of Turkey’s existing economic difficulties, loans 
should not be allocated to generally unproductive-type activities. 
Following this reasoning, consideration should be given to rearranging 
the allocation of defense —— funds so that the portion which 
goes to the Turkish military budget is in grants and not loans. 


(b) Recommendations 


That no substantial increase in economic aid to Turkey over present 
levels be made available and that the present United States Opera- 
tions Mission policy of discouraging any new, large-scale develop- 
ments, and of making productive the existing projects, be continued. 

That nonmilitary assistance, including defense support, where not 
strictly military in character, be on a loan basis. 

That a gradual increase in the technical assistance program en- 
visaged by the United States Operations Mission be given favorable 
consideration, with particular emphasis on educational projects. 

That increased attention be given to methods of encouraging in- 
creased private investment, both foreign and local. 

That every effort be made to encourage the investment guaranty 
program where commercial projects will not conflict with the United 
States Operations Mission policies of holding down, for the present, 
any new large-scale capital development. 

hat, with a view to not burdening Turkish economy with addi- 
tional dollar debts, there should be no substantial increase in loans 
over grants. 
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That consideration be given to rearranging the allocation of 
defense support funds so that the portion which goes to the Turkish 
military budget is in grants and not loans. 

That, in the light of Turkey’s existing economic difficulties, loans 
should not be allocated to generally unproductive-type activities. 

That, where new funds are programed or contemplated, care 
should be taken that these funds do not run counter to present United 
States nonmilitary aid objectives in Turkey, aimed at completing 
existing projects and discouraging new capital development. 


8. Military 
(a) Conclusions 


Turkey is the only country to hold membership in the NATO, 
Baghdad, and Balkan Pacts. 

While her membership in the Baghdad Pact has political and 
psychological value, the present military value of the pact is relatively 
small. There is no question, however, that the pact can, and in the 
Suez crisis did, play an important role in keeping the pact members 
in @ close consultative relationship. The Balkan Pact (Greece, 
Turkey, and Yugoslavia) because of the Cyprus issue and other 
factors is not, for the time being at least, playing an active role. 

While the Turkish Army furnishes a substantial proportion of 
NATO ground forces and its splendid fighting qualities are universally 
recognized, its effectiveness in modern warfare would depend upon 
various factors referred to in this report. Also, it must be recognized 
that Turkey is, after all, a relatively undeveloped country, and the 
caliber of existing Turkish armed forces is limited primarily by the 
— of trained and trainable personnel, especially in the technical 
fields. 

In Turkey the army ranks high; the country is determined to be 
strong militarily and would make almost any sacrifice before it would 
reduce its defense effort. If all United States aid were cut off it 
seems fairly certain that Turkey would slow down its economic 
development to keep the military establishment at full strength. 

One stated objective of United States military aid is to help Turkey 
in the defense of the Middle East. Frankly, it is difficult to under- 
stand fully what this really means and to what extent this objective 
differs from the stated objective of deterring Soviet aggression. 
Turkey is the southern flank of NATO. Beyond Turkey lies Iran. 
As a member of both NATO and the Baghdad Pacts, Turkey is 
supposedly a link between Europe and Asia. It is, in a sense, a 
United States military objective to strengthen this link. But, up 
to the present, there is little evidence available that would indicate 
that this “link” strategy has developed very far. One important 
question is, for example, what plans exist for NATO to provide 
assistance to Turkey if Turkey goes to the defense of Iran or any 
Baghdad neighbor, not having herself been attacked? Or, for that 
matter, to what extent would Turkey be militarily prepared to give 
such assistance? 

It will not be easy to bring this link strategy into actuality until 
agreement is reached, and more coordinated action is taken by the 
United States, by NATO, and by the Baghdad countries themselves. 

In some fields, it is felt that NATO objectives for Turkey are some- 
what overly optimistic. Effort should constantly be made where 
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United States military aid is substantially involved to aline United 
States aid objectives with NATO objectives and vice versa. 

One wonders also whether it is not possible that existing military 
aid objectives in Turkey may partially run counter to existing non- 
military aid objectives: whether Turkey can fulfill present military 
objectives and at the same time achieve a stable and expanding 
economy. One could envisage a situation, I do not say that it exists 
now, where Turkey’s military effort plus United States military aid 
might be working against the United States purely economic objectives 
in Turkey. 

Turkey’s defense budget is about 23 percent of its total budget, 
and this has probably contributed somewhat to the present economic 
instability of the country. However, sight must not be lost of the 
indirect beneficial effect through technical training and education, 
road building, etc., which the defense effort exercises on the general 
economy. Military aid to Turkey totals more than twice nonmilitary 
aid and the figure would be still higher if the portion of defense suppert 
funds, primarily military in character, were added. 

The two main functions of United States military activities in Tur- 
key are furnishing equipment for the Turkish armed forces and training 
and advising those forces. In spite of many difficulties to overcome, 
it is felt that our missions have done a most effective job. 


(b) Recommendations 


That in view of the need for strengthening Turkey’s defenses to 
meet demands beyond her NATO commitments (for example, assist- 
ance to Iran and countries of the Baghdad Pact group) and the more 
recent preoccupation over the Syrian border, no decrease in military 
aid to Turkey is recommended. 

That a study by United States defense officials and NATO officials 
be made with a view to better control, programing, and cooperation 
for Turkey. 

That more responsibility be placed initially in the hands of the 
United States military mission in the field and more consideration be 
given its recommendations; that there be greater flexibility and a 
constant review of future end-items for Turkey. 

That where United States aid is substantially involved, every effort 
should be made to aline United States aid objectives with NATO and 
vice versa. 

That cognizance be taken of Turkey’s role as a link in the defense 
between Europe and Asia and that consideration be givem to more 
coordinated action between the United States, NATO, and the 
Baghdad Pact countries in strengthening this link. 

That in deciding upon Turkey’s military objectives care be taken 
to see that these do not proceed beyond her ability to meet them 
without making it impossible for her to achieve a stable and expanding 
economy. 

That it would be in United States interests to place in the hands 
of the military mission in Turkey the annual Joint Chiefs of Staff 
Guidance Instructions at an earlier date than at present, with a view 
to giving the field mission more time to prepare program recom- 
mendations, 
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Cc. IRAN 
1. General 


The general overall objective of the United States aid policy in 
Iran—of preserving Iran for the free world—is certainly valid. 
A politically stable, economically healthy Iran, in which adequate 
progress is made toward meeting the aspirations of the Iraniau 
people for economic development will, it is felt, be an Iran alined 
with the West, opposed to communism, internally secure, and better 
able to defend itself against external threats. 

Whether this kind of an Iran will be built in the future will depend 
in a considerable measure on the success of the Plan Organization, 
which is in charge of the country’s economic development. 

This ambitious project was originally established as part of a 
7-year plan in 1949, to be financed from. this country’s oil revenues, 
by far the largest source of the country’s wealth. During the years 
of political unrest under the Mosadeq Government and stringency 
resulting from cessation of oil exports after nationalization, the 
progress of the Plan Organization was restricted. About a year ago 
a second 7-year plan was approved, calling for the expenditure of the 
Saute} of $1 billion to be financed primarily from oil revenues. 

e revived Plan Organization is now drawing 60 percent of the 
total Iranian oil revenue, to be increased in 1958 to 80 percent. The 
income from this source alone in 1956 will amount to about $86 
million. 

The defense of Iran is of paramount importance to the United 
States strategic objectives in the Middle East of maintaining free and 
independent prowestern governments, limiting the expansion of 
Communist-dominated areas and insuring Western access to strategic 
raw materials of the area. 

There is no question that our military, technical, and economic 
assistance to Iran has been of vital importance to the country. With- 
out it, Iran would today be in a serious position, politically and eco- 
nomically. In fact Iran might well be under complete Communist 
domination. 

As it is, the present Iranian Government is an unusually stable one 
by Iranian standards. This contribution toward Iran’s stability is, 
I believe, generally appreciated and accounts in no small measure for 
the position of trust and confidence enjoyed by the United States in 
Iran today. 

While the Government appears stable, certain internal grievances 
do prevail, especially with regard to lack of tangible progress to date 
by the Plan Organization. Freedom of assembly and press to an 
extent exist and considerable private, individual criticism is freely 
expressed, although this freedom is limited to activities which do not 
threaten the existing Government. Elections are in many instances 
controlled and the courts are not entirely independent of other 
branches of the Government. 

The Communist (Tudeh) Party is now outlawed, and a vigorous 
campaign by the Government has made its survival as a semiorganized 
force extremely difficult. 
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2. Nonmilitary 
(a) Conclusions 


Whether economic development in Iran will succeed depends pri- 
marily on the operation of the Plan Organization. I can only conclude 
from my observations—admittedly brief—that I was sufficiently 
disturbed over the lack of organization, planning, and accounting 
within the organization to have some doubts about its ability to carry 
out its program and to make the most effective use of the very con- 
siderable funds available to it. 

What is more important than my own doubts, which I sincerely 
hope will prove to be without basis, is that the lack of progress to 
date to produce substantial tangible results is causing increasing 
discontent in the country. This is disquieting for maintenance of 
political stability in Iran depends heavily upon the Plan Organization’s 
success. Fortunately, Plan Organization officials are ‘increasingly 
willing to accept guidance and administrative assistance from the 
United States aid mission. 

Besides the above obstacles to economic development, other 
inhibiting factors exist. Among them are a shortage of skilled labor, 
political uncertainties in the general area which tend to discourage 
long-term investment, shortage of private capital, limited bank credit, 
and exorbitant interest rates. But lack of an effective taxation 
system is perhaps the most important inhibiting obstacle. 

It is the general conclusion, however, that these inhibiting factors 
can be eliminated by Iran itself. One step toward. creating a more 
favorable climate is the passage of a more liberal foreign investment 
law, although an investment-guarantee program with the United States 
covering both convertibility and expropriation will probably be signed 
shortly. But confidence in continuing political stability within Iran 
and the Middle Eastern area as a whole is the most important factor 
in attracting foreign investment. 

One of the largest technical assistance programs under the Mutual 
Security Act is operating in Iran today, and to some extent this pro- 
gram is moving under the momentum of previous years, when even 
greater funds were available. 

The nonmilitary objective picture has in the past been greatly 
colored by military and political considerations resulting from the 
critical situation which developed in Iran under the Mosadeq regime. 
As a result of that crisis, large emergency grants were made to Iran 
which unavoidably changed for a time the character, size, and purpose 
of our technical assistance program. But conditions in Lran are more 
stable today and the nonmilitary programs are properly diminishing 
in size as the oil revenues increase. 

Other than technical assistance, United States nonmilitary aid to 
Iran today consists largely of defense support. Under defense sup- 
port, funds are being made available for various types of projects and 
uses to such an extent that in Iran, as elsewhere, defense support 
resembles a fund out of which any mission can draw for almost any 
aid purpose. 

The stated objectives of our nonmilitary programs in Iran have at 
their roots political and military factors. 


86874—57——-3 
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(6) Recommendations 


That leveling off and reducing funds for technical assistance would 
be more than fully justified. 

That further budgetity aid to the Iranian Government should no 
longer be necessary—unless, as a result of the Suez crisis, substantial 
losses in oil revenue are incurred. 

That wherever possible, the nonmilitary program in Iran should be 
in the form of loans, with the exception of technical assistance. 

That the efforts now being made by the United States Operations 
Mission in Iran to narrow the number of projects in which it is involved 
should be encouraged with a view to concentrating its assistance more 
in certain defined areas. 

That the present “integration,” under which the United States aid 
projects are being turned over to Iranian Ministries with United 
States personnel playing an advisory role, while eventually desirable, 
should not proceed more rapidly than can be efficiently implemented. 

That effort be made to keep a proportional representation of United 
States Operations Mission and United States Information Agency 
technicians and information specialists in the field with the view to 
avoiding too great a concentration of personnel and effort in Tehran. 

That consideration be given to having some of the administrative 
work now performed in Tehran for the United States Operations Mis- 
sion handled in Washington, one of the reasons being to avoid having 
too many United States personnel concentrated in the capital, with 
the attendant expense to the United States and with the political 
repercussions of Such a large American colony. 

That with more stable conditions now prevailing in Iran, and with 
a reduction in the size of the program, consideration be given to re- 
vising somewhat its objectives, giving greater emphasis to the positive 
side of helping the people of Iran in their efforts to achieve better 
living conditions, and placing less emphasis on the essentially negative 
objectives of preventing the spread of communism, vitally important 
as this latter objective is. 

That more planning and expedition be shown in not permitting 
unexpended technical assistance funds to reach the $10 million figure. 

That study be given to the possibility of financing, at least par- 
tially, future International Cooperation Administration contracts 
through long-term loans. 


8. Military 
(a) Conclusions 


The objectives of the military program in Iran are to equip and 
train the Iranian forces to enable them to maintain interna. security 
and to provide some resistance to external aggression. In order to 
gauge the extent to which these objectives are capable of accomplish- 
ment, some reappraisal of them would seem advisable, with a view to 
meeting the need for increased clarity in planning and fitting our mili- 
tary objectives in Iran into an overall defense pattern for the area. 
In doing this, particular consideration should be given to the role that 
Iran would be expected to play in the event of Soviet aggression or 
military ineursion into the area, and what support it could expect. to 
receive from other friendly nations, particularly the United States. 

The validity and relevance of current United States military 
assistance objectives in Iran depend to an important extent on 
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our political objectives in that country. There is some doubt as to 
whether Iran could absorb very much of an increase in the level of 
military assistance over what is already being furnished. The problem 
is not so much one of magnitude, but rather of deliveries and program 
approvals. Long delays in the military construction program and 
delivery of planes have political as well as military repercussions. 
Also, there undoubtedly exists, especially among the highest officials, 
some feeling that Iran has not received all that it expected in the way 
of military equipment. I was given to understand that substantial 
increases were particularly expected as a result of Iran’s adherence to 
the Baghdad Pact. This criticism was not minimized by the delay 
in delivery of certain important military items and in the military 
construction program under funds appropriated some time ago. 

The size and caliber of Iran’s defense forces can only be realistically 
considered in relation to the fact that Iran is an underdeveloped 
nation, and its ability to provide itself with a modern fighting force 
with modern equipment and techniques will inevitably be, for some 
time, limited—regardless of how much equipment and advice may be 
forthcoming from friendly nations. 

United States assistance to the Iranian Gendarmerie has been very 
successful to the extent that internal security, with the cooperation 
of the Army, would seem to have been well assured. 

Finally, although the strategic importance of Iran’s border with 
Soviet Russia between the Caspian Sea and Afghanistan has perhaps 
been overstressed, the border between the Caspian and Turkey, the 
right flank of NATO, cannot be overestimated. 


(6) Recommendations 


That in view of need for increased clarity in planning and in fitting 
our military objectives in Iran into an overall picture, there be a full 
appraisal of mifitery assistance objectives in Iran with particular ref- 
erence to the role it will be expected to play in the event of war and 
what support it will receive from the United States and from friendly 
nations in the Iran area. 

That in view of the fact that the Iranian Gendarmerie would seem 
to have reached its goal of maintaining adequate internal security, 
consideration should be given to terminating in the near future United 
States aid in this field, with the exception of replacement of spare 
parts and the continuance of a skeleton advisory group. 

That military aid to Iran should continue to be on a grant basis. 

That every effort be made to speed up programing and deliveries 
of military end items under funds already appropriated. 

That military construction in Iran, with funds already appropriated, 
proceed without further delay. 


II. ConcLusions AND RECOMMENDATIONS AFrrecTING Mors THAN 
ONE oF THE COUNTRIES VISITED 


A. THE BAGHDAD PACT 


In both Turkey and Iran the most insistent appeal made by practic- 
ally all officials with whom I spoke was that the United States should 
join the Baghdad Pact. They pointed out that we were already mem- 

ers of the economic and counter-subversive committees of the pact 
and that the effect of our becoming officially a member would, in their 
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opinion, be the one practical step required to make it an effective force 
for peace in the Middle East. Many of them went so far as to predict 
that, were the United States to join, certain of the Arab countries now 
remaining aloof might well decide to join. 

One of the most vulnerable points of the Allied defense line lies to 
the southeast of the end of the NATO line, between the Turkish 
border and the Caspian Sea. It seems improbable that the NATO 
nations, particularly those to the north, would agree to the extension 
of the NATO commitment southeastward to include Iran. In any 
event, one of the main purposes of the Baghdad Pact was to attempt 
to fill this serious gap in the defense line between NATO and SEATO— 
the ‘‘Northern Tier” as it is sometimes designated. 

Were the present members of the Baghdad Pact the only countries 
to be considered, it would seem to me logical that we should join the 
pact and become officially a member of this purely defensive alliance 
already in existence and operating under article 51 of the Charter of 
the United Nations. This would seem all the more logical since, I 
believe, our Government gave every encouragement and endorsement 
to its creation. 

However, I realize that other factors beyond the area of study 
assigned to me enter in and I shall therefore not press the point in 
this report. 

But on one thing I do wish to be clearly on record, namely, the 
dangerous situation developing in the Middle East precipitated by 
the obvious decision of Soviet Russia to take advantage of recent 
events in the Middle East to attempt to establish its own control over 
an area which it has long coveted. 

What is needed, in my opinion, and badly needed, to meet this 
threat, is effective cooperation with those countries that desire it, by 
some nation not actually of the area—a nation strong and capable of 
giving disinterested advice, and, perhaps most important, of furnish- 
ing the necessary military and financial support to maintain the 
freedom of those countries from the domination of international 
communism and Soviet Russian imperialism. 

While I have seen at first hand the splendid work our military 
missions in Turkey and Iran have accomplished in training and 
equipping the Turkish and Iranian forces, the lack of definite knowl- 
edge as to the nature and extent of the support upon which those 
countries could count, if attacked, and how long they would be ex- 
pected to “hold the fort” until such assistance, if forthcoming, could 
arrive, was one of the most difficult questions I encountered. 

Until that uncertainty can be cleared up by some unmistakable 
declaration or action on the part of our Government that we intend to 
assume, as I hope we do, an active role in the defense of this area, so 
vital to the free world, this dangerous situation will continue. That, 
at least, is my opinion following a visit to the area (Turkey and Iran) 
from November 11 to December 5 last, when I had the opportunity— 
at the request of the committee—to study the situation and to form 
the impressions on which this report is based. 


B. DEFENSE SUPPORT 


One of the least understood categories of United States aid under the 
Mutual Security Act and the one capable of creating the most con- 
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fusion is “‘defense support’”’. In fact, one wonders whether this’ was 
not perhaps one motive in coining the phrase and establishing the 
category. 

The very vagueness of the classification enables it to cover a 
multitude of things, some quite completely unconcerned with defense. 
There is probably no single activity in the United States aid program, 
in one or more of the countries visited, which does not directly or 
indirectly receive assistance from defense support. In some countries, 
defense support is almost entirely military; in others, almost entirely 
nonmilitary. In some instances, the identical item is being shipped to 
a country under defense support and under military assistance. 

It is impossible to judge conclusively whether the magnitude of aid 
programs are sound in all instances, when the terminology and assign- 
ment of items are so vague. 

It becomes impossible for defense support funds to be always ad- 
ministered, distributed, and controlled with maximum efficiency when 
both military and International Cooperation Administration missions 
are by necessity involved. 

My understanding is that defense support is’ supposed to assist 
countries—where the United States has military assistance programs— 
to support military establishments which are larger than those coun- 
tries could support without that aid. 

This could well be the definition of military assistance, or, in many 
cases, for economic aid also. 

There seemed to be agreement on the part of the missions in the 
field that a clearer distinction could be made, and that a better title 
than ‘‘defense support” should be found. However, they urged that 
any new category established or definitions laid down should not 
result in such rigidity as to preclude a certain degree of flexibility in 
the field as between military and nonmilitary items and allocations. 
I agree that some flexibility in the field is desirable. 

But nevertheless, I would recommend that the title “defense 
support” be abolished and that the funds and items under that cate- 
gory be reassigned on the basis of their primary purpose and use to 
“‘military assistance’”’ and ‘‘economic assistance” or some other rela- 
tively clear-cut title. 

Once this has been done, the road would seem clear for a recon- 
sideration of the suggestion made by certain members of the Foreign 
Relations Committee last year that military assistance be separated, 
legislatively and administratively, from economic and _ technical 
assistance. 

Ill. Counrry ANALYses 


A. GREECE 


1. United States interests in Greece 
(a) Security interests—prevailing concepts 
The strategic location of Greece in relation to Soviet Russia and its 
satellites, especially Bulgaria, its tie-in with Turkey, forming a de- 
fense tier to the North, its membership in and contributions to NATO, 
and its strategic position in relation to Communist ambitions and ac- 
tivities in the Middle Kast—all these are considered by United States 


officials in Greece to be the most important factors behind United 
States security interests in that country. 
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More specifically, the defense of Greece and of the Greek islands is 
important to the defense of Turkey and the Turkish Straits. Either 
nation would be in jeopardy without the defenses of the other. 
Greece’s defense is important to the Mediterranean interests and the 
military and naval forces of the United States and Great Britain. 

i Communist control of Greece would threaten the entire Middle 
ast. 

Analysis of prevailing concepts.— These prevailing concepts of United 
States security interests in Greece are essentially sound. There can 
be no doubt that the defense of Greece, the maintenance of Greek in- 
dependence, and its alinement with the free world are especially im- 
portant in the light of the security interests described above. 

However, one major problem exists which must be solved before 
United States security interests in Greece can be fully realized. 

The Cyprus issue has seriously impaired the unity and cooperation 
which should exist between Greece and its North Atlantic Treaty 
Organization allies, especially Great Britain and Turkey. Greek- 
Turkish friction over Cyprus has, in fact, prevented the Balkan Pact— 
in which these two are joined with Yugoslavia—from developing into 
more than a piece of paper. From the viewpoint of free world unity 
and United States security interests, the Cyprus conflict is serious and 
harmful. Until some solution is found, United States security inter- 
ests in Greece will continue to be on somewhat shaky grounds. 


(b) Economic and commercial interests 


United States private investment in Greece is small but has in- 
creased since 1950. Among the firms now active in Greece are 
Socony, Pan American, Trans World Airlines, American Export Lines, 
Caltex and American Tobacco. Several firms, including Kennecott 
Copper (in asbestos) are beginning mining operations. 

By far the largest Greek export to the United States is tobacco, 
Other exports include sponges, figs and olives. Principal imports 
from the United States are vehicles, sheet iron, industrial machinery, 
gasoline, grease, and electrical apparatus. In 1955 total Greek ex- 
ports to the United States were valued at $24 million, while imports 
from the United States were valued at $70 million. 

In 1955 almost 2,000 tons of manganese ore were shipped from 
Greece to the United States. Some Macubs, lignite, bauxite, nickel, 
asbestos, and lead are being mined in Greece, and could be further 
developed. 


(c) Other interests 


Greeks living abroad, mainly in the United States, have over the 
years been giving financial support to friends and relatives in Greece, 
which at present amounts to about $50 million a year. This consti- 
tutes an important source of foreign exchange for Greece. 

Private American humanitarian activities in Greece are being 
carried on by such groups as the National Catholic Welfare Council, 
the World Council of Churches, the Society of Friends, and the 
Catholic Relief Services. These groups assist in the distribution of 
Public Law 480 surplus agricultural commodities (under title IIT). 

American-endowed educational institutions include Athens, 
Anatolia, and Pierce Colleges, the American School of Classical 
Studies, and the American Farm School at Thessalonica (Salonika). 
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Founded in 1925 by Greeks with private American assistance ‘as 
joint American-Greek venture, Athens College today teaches over 
1,000 boys, ages 9 to 19, the liberal arts, including both Greek history 
and all the modern sciences. In the past, United States technical 
assistance has helped Athens College to expand its curriculum, and 
the exchange program has made it possible for Americans to teach at 
the college. 

The American Farm School, also privately supported by Americans, 
teaches 170 Greek boys from all over Greece and Cyprus better 
farming methods. The school has been so successful that the Greek 
Government plans to build similar schools in other parts of Greece. 
The influence that boys graduating from this American-directed 
school have when they return to their villages is far reaching. 

It would be indeed difficult to exaggerate the importance to Greece’s 
future and to American-Greek relations in general of the work bein 
accomplished at the American Farm School, at Athens College, an 
at the other institutions mentioned above. 


2. Basic situation in Greece 
(a) Nature of economy and capacity for development 


Greece’s economy and capacity for development are strongly 
influenced by two major factors. The first factor is the continual 
procession of occupying powers, invasions, and civil wars which 
Greece has suffered throughout its history. In recent history, the 
Turk, the Bulgar, the Italian, the German, and the Communist have 
all had their innings in Greece, some of these more than once. Most 
of the free world was able after 1945 to buckle down to reconstruction 
and development. But with the end of World War II and the 
German occupation, Greece’s troubles did not cease. From 1945 to 
1950 Greece, first with British and then with American assistance, 
was forced to turn its remaining energies to winning the war against 
communism. The effect of this continual strife on ‘Greece can be 
seen in the lack of growth between 1938 and 1950 in the gross national 
product. 

Coupled with this continual turmoil is the second factor which 
must be considered, namely, that Greece is basically a poor country. 
Over half of its 8 million people are engaged in farming; yet only 
about one-fourth of Greece is really arable. Although the country 
has perhaps some potential in mining development, ‘and although 
production of wheat, rice, and cotton has increased ‘substantially 
over pre-World War UI days, nevertheless Greece is not very rich in 
natural resources or food products. These facets make it difficult for 
Greece to become economically viable. 

Although the present economy is relatively stable, Greece suffers 
from a Government budget deficit and resulting inflation, and from 
an unfavorable balance of trade. Greece also has prewar international 
debts. Imports continue to imcrease; very high interest rates (as 
much as 3 percent per month on leans) discourage investment, and 
what investment there is tends to be channeled into the current 
nonindustrial construction boom (mainly housing) which accounts for 
60 percent of Greek private mvestment in fixed capital. 

Perhaps the most important (and discouraging) factor in Greece’s 
economy is the basic, almost historic lack of confidence in the Greek 
drachma. The Greek people have been “burned” so many times 
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that they hesitate to bank their savings and instead put their money 
in gold sovereigns and bury it. This lack of confidence is so. strong 
that at any serious crisis, including the Suez crisis, the Greeks begin 
to withdraw their money from the banks. 

Another factor inhibiting development which should not be over- 
looked might be described as the lack of civic, individual respon- 
sibility for the affairs of a community or in fact the operation of the 
Government as a whole. This takes several forms. In the days of 
occupation and foreign rule those who managed to avoid all or most 
taxation were considered patriots, and it has been difficult for the 
Greeks now to change their attitude toward paying taxes. Greece is 
politically greatly overcentralized in Athens, and this, too, dis- 
courages local, individual initiative and responsibility. Banking 
procedures, although improving, remain quite archaic. There is a 
very uneven distribution of wealth in the country, both individual 
and geographic; it has been said that 500 families rule Greece today, 
and most of these are in Athens. This concentration of wealth is in 
contrast to average annual per capita income of $250. 

Finally, Greece’s educational system, with its emphasis on Greek 
history and languages, is not well geared to immediate problems. 
This overemphasis on the past makes even more difficult the problem 
of eliminating the shortage of skilled technicians, so badly needed in 
modern Greece. 

To some extent the state of Greece’s economy and the inhibiting ' 
factors cited above are within the power of the Greek people and 
Government to change. In 1954 the Government prepared a 5-year 
plan, which was revised in April 1956 with assistance from the Organ- 
ization for European Economic Cooperation. The Greeks hope under 
this plan to increase the gross national product at the rate of 5 percent 
a year. Itis felt that this goal is somewhat overambitious. Aspirations 
are one thing; realistic, vigorous planning is quite another. 

The Greeks want to increase domestic industrial production of their 
natural resources rather than export the raw materials and later import 
them as consumer commodities. Some progress in this direction is 
being made. Industry in cotton textiles, power, cement, and bauxite 
(aluminum) is growing slowly. An oil refinery is under construction, 
as are a nitrogen fertilizer plant, shipbuilding facilities, and a sugar 
refinery. ‘Tourism is an important source of income and could “be 
even more important. Some effort has been made to increase both 
foreign and domestic private investment and to divert investments 
from housing construction to industrial development. Greek capital 
abroad is beginning to return to Greece, with men like Onassis setting 
the example. 

But there is a great need for developing improved methods of 
attracting foreign investment. The Greeks tend to suspect potential 
investors from abroad, and many, including American businessmen 
who come to Greece to negotiate, grow tired of haggling, bargaining, 
and waiting, and finally leave in disgust. With better advertising 
methods and eventual subsiding of this distrust of foreign investors, 
investment should increase. 

But perhaps the greatest need of all, not only to encourage invest- 
ment, but. to overcome the many other factors which inhibit economic 
development, is for a sustained period of peace and stability. Greece 
as a nation remains somewhat numbed from its wars and occupations, 
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and confidence in political rule, in the curreney, and in all forms of 
investment will, in the end, only come to the Greek people if stability 
and peace—in Greece and throughout this area—are permitted ‘to 
develop. 

(b) Political factors affecting development 

Political stability in Greece depends today largely on the Cyprus 
issue. In the February 1956 elections the National Radical Union, 
led by the present Prime Minister, Constantine Karamanlis, won 165 
of the 300 seats in the Parliament. The Karamanlis party received 
less than a popular majority. In their attempt to win that election, 
the opposition parties accepted leftwing support and probably would 
do so again. Thus, if Karamanlis falls, the succeeding Government 
would probably be a coalition with leftwing, pro-Communist repre- 
sentation. The opposition steadily fans the flames of the Cyprus 
question and thus forces the Government to divert its attention from 
improving the economy and to expend its energies pressing their 
Cyprus demands. At the same time, the political survival of the 
present Government will depend on the progress it can make toward 
meeting the aspirations of the Greek people for economic develop- 
ment and improved standards of living. 

The major opposition parties are the Liberal Democratic Union, led 
by Sophocles Venizelos, a former Prime Minister, and the Liberal 
Party under former Prime Minister Papandreou. The two major 
leftwing parties, one of which is a substitute for the Communist 
Party, now outlawed, have a combined total of 38 seats in the 
Parliament. 

Although pro-Communist strength throughout Greece is estimated 
at about 15 percent, some localized areas—such as the tobacco 
district of Kavalla—are estimated to have as high as 40 percent pro- 
Communist electorates. 

Freedom of the press, of speech, and generally of assembly, prevail 
in Greece. The press certainly take full advantage of their rights, 
and are virulent in their presentation of the Cyprus issue. 

While most political parties in Greece favor United States assistance, 
the opposition does on occasion use United States aid to criticize the 
Karamanlis government—either for not getting enough, or for getting 
so much and thus being “‘subservient.”” Although all generally favor 
United States aid, there is considerable pressure to get away from an 
United States tutelage and control with regard to the use of that aid. 

This statement is in no sense intended to minimize the appreciation 
and gratitude for United States aid that we heard expressed on all 
sides from the highest officials down. Many of them went as far as to 
say quite frankly that had it not been for American aid, Greece would 
now be behind the Iron Curtain. 

Soviet activities in Greece.—No formal aid program between the 
Soviet Union and Greece exists, but a Soviet gift of wheat after the 
Volos earthquake was well advertised. Certain private barter ar- 
rangements have been made. Commerce with the Communist bloc 
is relatively small. Recently a Greek trade mission was invited to 
Moscow, but the Soviets canceled the invitation when the Greek 
Minister, who was to lead the delegation, decided not to go himself. 

In general the Greeks are anti-Communist and remember all too 
vividly their civil war and the aid the Greek rebels received from 
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Albania and Bulgaria. The Greek hatred for Bulgaria is almost 
traditional, and with Bulgaria now Communist, hatred and distrust 
are magnified. 


(c) Strategic requirements for defense of Greece 


With this traditional fear of Bulgaria in mind, and with vivid 
memories of past invasions by the Bulgars, Germans, and Italians, the 
Greeks feel that their main threat les from the north through Bulgaria. 
The Joint United States Military Advisory Group in Greece would 
agree with this estimate. The value that the Aegean Sea might have 
as a sea entrance for troops invading from the north is not lost on 
either the Joint United States Military Advisory Group in Greece or 
the Greek military officials. Thrace, unlike the mountainous area to 
the west, would be very difficult to defend. At present the Greeks, 
while realizing the defensive interdependence of Greece and Turkey, 
mony in the area of Thrace, do not put much value in the Balkan 

act. 

On the whole, Greek strategic estimates are quite realistic, and, of 
course, they have considerable experience behind them in reaching 
those estimates. 

The potential defensive contribution of the Balkan Pact is con- 
siderable if only the Cyprus issue could be solved and if relations with 
Yugoslavia improved. It is felt that Yugoslavia would be encouraged 
to participate in the pact more wholeheartedly if it were to see closer 
cooperation between Greece and Turkey. The recent visit to Yugo- 
sare of Greece’s Foreign Minister is perhaps a hopeful sign for the 

uture. 

Under her commitments to the North Atlantic Treaty Organization, 
Greece, in event of war, would not be expected to fight beyond her 
own boundaries. Although the Greeks understand the value of NATO 
to them and are attempting to fulfill their NATO requirements, there 
exists nevertheless some sentiment to cut the size of the Greek Army, 
which has already been cut to something over 100,000 men in uniform. 

The size of the Greek Army is probably well adjusted to Greece’s 
security needs; but a categorical statement to this effect is impossible 
without further knowledge as to the amount and kind of exterior aid 
that would be forthcoming in event of war, and without considering 
whether the present size of Greece’s military establishment (about 30 
percent of the Greek budget) is or is not too heavy a burden on the 
country’s economy and thus not in the interests of national security. 
United States officials in Greece are inclined to believe that Greece’s 
present military efforts are not too serious a burden on the economy. 

The caliber of the Greek armed forces is considered good, especially 
with regard to spirit and experience. But there is a shortage of trained 
specialists in various technical fields. Certain types of military equip- 
ment are also scarce. Relations between the Joint United States Mili- 
tary Advisory Group in Greece and Greek military officials are very 
close, and effort is being made to increase teamwork between the 
Greek Army, Air Force, and Navy. 

(d) Foreign assistance to Greece (other than United States) 

Military aid to Greece from sources other than the United States is 
limited mainly to jet planes supplied by Canada. 

The United Nations is active in Greece with refugee, health, and 
technical assistance operations. For 1956, United Nations technical 
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assistance amounted to $165,842. Twenty-seven United Nations 
experts are assisting in such projects as economic surveys, rural elec- 
trification, vocational training, mineral resources, improvement of air 
transport services, dairy production, and olive-fly control. 

United Nations health services include aid to the Government’s 
tuberculosis control program and support to the training of rural 
sanitation specialists. 


8. Nature of United States aid programs 
(a) Objectives 

Military assistance to Greece is aimed at assisting the Greek mili- 
tary forces to deter aggression, to provide internal security, to keep 
up its NATO commitments, and generally help preserve Greece for 
the free world. More specifically, the Joint United States Military 
Advisory Group in Greece is attempting to protect earlier United States 
military “investments” by reinforcing the Greek forces where they 
are weak, and modernizing them where necessary. 

Nonmilitary aid programs are aimed at helping Greece become 
economically stable and prosperous, and hence politically stable and 
pro-western. 


(6) Magnitude 


Other than military end items and parts and less than $800,000 in 
technical assistance, United States aid to Greece in fiscal year 1957 
will amount to $25 million in surplus agricultural commodities (under 
sec. 402 of the Mutual Security Act), about $25 million in title [, 
Public Law 480, surplus agricultural commodities, and $14 million in 
title III, Public Law 480, surplus agricultural commodities, or a total 
of $64 million. 

All of the funds appropriated under section 402 are defense support, 
and the local currency proceeds from the sale of these commodities go 
to the Greek military budget. Of the title I, Public Law 480, funds, 
about $17 million is for the Greek investment budget, and the remain- 
der is for United States use. All of the title II] commodities are for 
direct relief distribution for school lunch programs and for the indi- 
gent. Of the $64 million total, $27.5 is in loans. 

It is estimated that about 90 percent of United States aid to Greece 
today, in dollars appropriated or in local currency proceeds, is prima- 
rily for military purposes. 

In fiscal year 1957, about $10 million of the $25 million for defense 
support isin loans, and all of the Public Law 480, title I, aid is in loans. 

Recommendation has been made, in which I concur, that, in future 
programs, defense support, to the extent that it continues to be for 
military purposes, be in the form of grants. It does not seem wise to 
require repayment for aid which is entirely for the military and is 
therefore nonproductive in terms of the Greek economy. 

(c) Aid activities 

Nonmilitary.— Technical assistance to Greece is in such fields as 
industry, agriculture, transportation, labor, audiovisual projects, and 
land-water resources. 

Agricultural production and marketing will continue to be important 
areas for technical aid. In industry, the mission is attempting to 
encourage the growth of small business and increase the efficiency of 
textile production. In the labor field, the mission is attempting to 
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improve the living standards of Greek labor and increase their pro- 
ductivity through projects in labor, housing, manpower statistics, 
trade-union organization, and the like. 

That portion of surplus commodity aid which is allocated to the 
Greek Government investment budget is largely for industrial develop- 
ment, power development (accomplished with the assistance of 
Electric Bond & Share Co., hired by the Greek Government), and 
water-resources projects, such as the Aliakmon Dam near Salonika 
which we visited. The project is being built with the assistance of 
an American consulting engineer firm hired by the Greek Government. 
There was evidence here that the Government’s planning and 
execution of this project left something to be desired. 

There was also a feeling in this area of northern Greece that some 
technical assistance projects, especially in farming methods, had been 
closed down too quickly and that the lessons taught had thus not 
taken hold firmly enough to last. 

Military.—Modernization and replacement constitute large items 
in the military aid program, in conjunction with NATO plans. These 
plans for modernization and for correcting certain deficiencies in the 
Greek forces depend to a large degree on Greek cooperation and 
financial contribution. It has been pointed out earlier in this report 
that pressure to reduce Greece’s own defense expenditures (now 
about $130 million annually) is fairly strong, and the temptation to 
divert part of this sum to other ministries is equally strong. These 
plans also call for the elimination of certain deficiencies in the peace- 
time manning of the army, in air control and warning, and in the 
effectiveness of Greek naval equipment. 

Greece lacks defense-production resources and capabilities in most 
items except in some ammunition which is produced in Greece under 
offshore procurement. Thus the Greek military establishment must 
rely on the United States for almost all end items and spare parts, 
which partially explains the large percentage of United States aid 
devoted to military purposes. 

(d) Aid program personnel 

The International Cooperation Administration mission totals 28 
United States and 45 Greek employees. 

Total military personnel and civilian employees assigned to the 
Joint United States Military Advisory Group in Greece amount to 
229 Americans and 168 Greeks. United States Information Agency 
personnel in Greece total 11 Americans and 103 Greeks. 


4. Effectiveness of aid programs and conclusions 
(a) Analysis of objectives 

There is a need for clarification and increased overall planning of 
United States assistance objectives in Greece, to assure more fully 
that individual mission objectives fit into overall objectives. At the 
same time, it is felt that careful study should be given to assuring that 
United States military and NATO objectives coincide. One United 
States military-aid objective is to assist Greece in fulfilling its NATO 
requirements. But more long-range planning is needed to assure that 
NATO requirements in Greece are themselves realistic, both in terms 
of/the comparative defense efforts and contributions of other NATO 
countries and in terms of United States future intentions to help Greece 
fulfill those objectives. 
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It should be pointed out again that whether United States military 
objectives and NATO objectives are valid will depend on the kind, 
size, and speed of exterior military assistance in event of war. Whether 
these objectives can be achieved will also depend on future progress in 
building the Balkan Pact into an effective defensive arrangement 
and on continued Greek willingness to contribute to its own defense. 

The achievement of these objectives will depend considerably on 
political factors. A political settlement of the Cyprus question will 
be necessary before the Balkan Pact can begin to play an effective 
defense role. Greece’s future willingness to contribute to the defense 
of the area will depend largely on political stability within Greece and 
on United States willingness to assist the Greek military and invest-~ 
ment budgets. 

United States nonmilitary-aid objectives in Greece, namely, to assist 
Greece in achieving economic stability and development, have not 
changed substantially from earlier objectives when nonmilitary aid 
was considerably larger. It was pointed out earlier that with the ex- 
ception of $17 million in local currency allocated to the Greek invest- 
ment budget and less than $1 million in technical assistance, purely 
nonmilitary aid to Greece is nonexistent. It must therefore be con- 
cluded that the above United States nonmilitary objectives either are 
somewhat ambitious or have been fairly well achieved. Without mini- 
mizing the tremendous accomplishments that the Greeks have made 
with United States assistance in reconstruction and in rebuilding and 
expanding their economy, it nevertheless seems to me that much 
remains to be done before United States objectives in this field could 
be achieved at the present rate of nonmilitary aid. 

Do military and nonmilitary aid objectives conflict?—The point was 
made earlier in this report that some question exists whether the size 
of Greece’s military establishment and of the military spending re- 
quired to support it—the maintenance of which are among United 
States military aid objectives—is entirely in line with United States 
nonmilitary efforts to assist Greece in building a stable and prosperous 
economy. Greece is operating with a budget deficit which does not 
help its efforts to control inflation. If Greece were not spending $130 
million annually on military expenses, it would probably allocate part 
of that figure to economic development—to industrial expansion, water 
development, reclamation, and agricultural production. The United 
States mission felt, | think, that Greece’s military expenses were not 
a seriously negative factor in Greece’s economy, so long as United 
States assistance is available. But I am inclined to feel that this 
particular question needs further study. For in the end, United 
States military aid objectives for Greece and NATO force goals and 
requirements will not be realized or will be self-defeating if, at the 
same time, the Greek economy is weakened or its development deterred 
as a result. One wonders to what extent these economic factors are 
sufficiently considered at the time that force goals and military re- 
quirements are established by NATO. 

One also wonders whether the United States objective te demen- 
strate that Greece’s best hope for prosperity lies in its allegiance to 
the West can be effectively furthered by a nonmilitary aid program 
that is almost entirely in the form of United States surplus commodity 
proceeds absorbed by the Greek Government’s budget. Throug 
such a program, United States identity with United States aid is 
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quickly lost and the pepular impact of that aid: becomes quite in- 
tangible, if not invisible. 
(b) Magnitude 

Military aid to Greece is probably at about the size required if, 
after careful review, the need for and wisdom of Greece’s present level 
of military spending is confirmed. 

It is recommended that nonmilitary assistance to Greece, in farm 
machinery and industrial equipment, be made available on at least a 
partial loan basis, This recommendation is made on the assumption 
that the need for Greece to expend about 30 percent of its total budget 
for its own defense establishment continues. 

It should be added parenthetically that, if it were decided to cut 
off what nonmilitary aid now goes to Greece, there seems to be little 
doubt that Greece would cut her military expenditures and use those 
funds for economic development. 

It is further recommended that there be an increase in technical 
assistance to Greece, especially in the fields of agricultural production 
and marketing, and perhaps in reclamation and irrigation. 

Study should be given to the possibility of assisting the Greek 
Government to set up savicuttieal schools similar to the American 
Farm School at Salonica, which has been so successful. 

There is a need for furnishing cheap agricultural credit to the Greek 
farmer, and perhaps some of the proceeds from the sale of United 
States commodities, agricultural or otherwise, could be used for this 
purpose. 

very effort should be made to encourage further private invest- 
ment in Greece—both foreign and domestic. It is possible that more 
could be done in this regard if some technical assistance were available 
to advise the Greek Government on steps it could take to make 
investment possibilities more attractive and better advertised. 

It is true that the United States does have an investment guaranty 
program in Greece, covering both convertibility and expropriation, 
and this should be helpful; But some further assistance might make 
the program more successful. 

As discussed earlier, I would recommend that defense support 
should be in grants and not loans to the extent that defense support 
continues to be for military purposes. 


(c) Problems posed by surplus commodity program 

I am well aware of Congress’ logical desire to see surplus agricultural 
commodities used to support United States assistance abroad, thus 
bringing our own surpluses closer to manageable proportions. Never- 
theless, in the case of Greece, where, with the exception of military 
end items and parts and technical assistance, the entire aid program 
is in surplus agricultural commodities, certain problems are created. 

It has already been pointed out that it is quite difficult for this kind 
of program to have much appeal to the Greek people. It is equally 
difficult to demonstrate how assistance originally from the United 
States has tangible benefits when the proceeds of commodity sales 
are absorbed by the Greek Government budget and are used by the 
Government for development purposes. Through this system, the 
relation of Greek development to United States aid becomes obscure 
and the impact is diminished. It is hoped that the further assistance 
recommended above in other commodities, such as farm machinery 
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and an increase in technical assistance, will help in overcoming this 
difficulty, will better demonstrate to the Greek people that the United 
States is still lending much-needed aid and continues to be interested 
in the welfare of Greece, and will thus be in the interests of United 
States aid objectives. 

Another problem posed by this commodity sales program is the 
problem of assuring that counterpart proceeds going to the Greek 
Government, especially that portion which is supporting the invest- 
ment budget, are used with maximum effectiveness. Once the United 
States Operations Mission releases counterpart to the Greek Govern- 
ment, there is very little that can be done to assure that the funds 
are used to full advantage. To be sure, the United States Operations 
Mission reviews and approves projects submitted by the Greek Gov- 
ernment to be financed by these releases. But this imitial control 
over these funds is not always sufficient to assure maximum efficiency 
once projects are initiated. Earlier in this report the example of the 
Aliakmon Dam was cited. Proceeds from the sale of United States 
surplus agricultural commodities are involved in this project. The 
project shows many weaknesses in planning, in execution, in super- 
vision, and in the use of labor manpower. But there is little that 
the United States Operations Mission can do about it. 

It is also true that the Greeks are tending to be less willing to accept 
United States tutelage in these matters. Thus it is questionable 
whether the United States operations mission could, under these 
circumstances, exercise more control without risking possible increased 
resentment which might backfire on a number of United States objec- 
tives in Greece. 

In any case, I would strongly recommend that careful study be 
given to this problem, with the hope that some better methods of 
assuring maximum use of United States assistance may be found. 

Finally, it should be pointed out that the International Cooperation 
Administration’s technique of discouraging Greek inflation by using 
the release of counterpart funds to the Greek Government is not prov- 
ing successful, is causing difficulties for the mission in Greece, and 
should be discontinued. 


B. TURKEY 


1. United States interests in Turkey 
(a) Security interests—Prevailing concepts 


Turkey’s strategic location, its unwavering opposition to com- 
munism and to Russian imperialism, its strong determination to defend 
itself, and its membership in NATO and the Baghdad and Balkan 
Pacts, are all considered by our official representatives in Turkey to be 
the most important factors behind United States security interests in 
that country. Turkey is considered by our mission there to be a 
staunch and willing ally of the United States, a bulwark against the 
spread of communism, and a keystone in the Northern Tier defense 
concept. Turkey’s armed forces would be extremely useful to the 
United States in the defense of the Middle East and the Mediterranean 
area. Turkey’s position on both sides of the straits is considered te 
be an important security factor in the defense of United States and 
European interests. 
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Turkey is an important factor in the defense of all United States 
and European allies. Turkey’s link with Lran and Iraq on one side 
and Greece on the other forms a vital chain in western defenses—a 
chain somewhat weakened by recent disturbances over Suez on the 
one hand and Cyprus on the other. 

Analysis of prevailing concepts——-These prevailing concepts of 
United "States security interests in Turkey are, I believe, basically 
sound. However, I feel that some qualification should be made of 
Turkey’s present ability to be considered a bulwark in the defense 
of the free world against communism. The Turks, it is true, are uncom- 
promising in their hatred and distrust of Soviet Russia, and in their 
determination to defend themselves if necessary. But this attitude 
and the'size and reputation of Turkish military capabilities should not 
cause us to lose sight of tle fact that Turkey is in many respects an 
underdeveloped country today. Its military capabilities are limited 
by a shortage of technically trained personnel, by a lack of industriali- 
zation and modern communications, and by certain other factors 
characteristic of underdeveloped countries. 

Also, I believe some qualification should be made concerning the 
immediate value of Turkey’s membership in the Baghdad and Balkan 
Pacts and its role im NATO. Turkey’s membership in the Baghdad 
Pact certainly has political and psychological value at present. But 
the immediate military value of this defense arrangement is relatively 
small; The Baghdad Pact and the Northern Tier, as a chain of 
defense stretching from Turkey to Pakistan, is at present more for- 
midable from a military standpoint on a map of the area than it is 
in reality. 

However, there is no question that the Baghdad Pact can play— 
and in the Suez crisis did play—an important role in keeping its mem- 
bers together. Iraq’s uneasiness during the height of the Suez crisis 
was probably somewhat lessened by the moral “support that nation 
received from its fellow pact members, especially Turkey and Iran. 

So far as the Balkan Pact is concerned this cannot be considered an 
effective defensive force. The Cyprus conflict is an important ob- 
stacle to efforts to improve and strengthen cooperation between 
Turkey and Greece. And although the recent visit of Greece’s For- 
eign Minister to Yugoslavia gives reason for some hope, relations 
between Yugoslavia, Greece, and Turkey are not yet what they 
could be. 

It is true that Turkey is an important NATO member and that its 
contribution to NATO is substantial. Nevertheless, there is some 
evidence that NATO’s own estimate of Turkey’s military capabilities 
may be overly optimistic. 

(b) Economic and commercial interests 

United States private investment in Turkey at the present time 
is not large. Probably the most active United States firms in Tur- 
key are Socony, General Electric, Singer, Squibb, Minneapolis 
Moline, and American Tobacco. Other businesses, including Pan- 
American Airways and American Export Lines, have representation 
in Turkey. A number of United States oil firms are actively explor- 
ing in Turkey. The potential for United States investments in 
Turkey is, I believe, quite sizable, and if the economic situation 
clears up this potential should begin to be realized. 
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Turkey’s imports from and exports to the United States have 
inereased since 1946. 

In 1955 Turkey’s imports from the United States were worth 311 
million Turkish lira and her exports to the United States were worth 
136.2 million Turkish lira. (The official exchange rate today is 2.80 
Turkish lira to the dollar.) Principal commodity groups on the ex- 
port side in 1955 were tobacco and liquors, raw materials (chrome 
copper); food products (figs, raisins, hazelnuts, wheat); manufactured 
articles; and chemical products. Principal commodity imports from 
the United States in the same year were machines and transport ma- 
terials, food products, combustible minerals, manufactured articles, 
and chemical products. 

(c) Other interests 

United States educational, religious, and humanitarian interests in 
Turkey include Roberts College and its affiliates, the board of mis- 
sions of the Congregational Church, the Church World Service, the 
American Hospital, and the Ford and Rockefeller Foundations. 

The importance to the United States of the work of Roberts College 
in Istanbul cannot be overestimated. The effect of the college’s work 
in educatio1 and in fostering better relations between Turkey and the 
United States is ever present and will, it is hoped, continue to increase 
with the years. 

2. Basic situation in Turkey 
(a) Nature of economy and capacity for development 

Turkey has a primarily agricultural economy on which about 80 
percent of Turkey’s 24 million people are dependent. Annual per 
capita income is estimated at about $150. 

Turkey is now in a very difficult economic situation. The country 
suffers from a sizable disparity between internal and external prices. 
It lacks foreign exchange, has a combined internal and external debt 
valued at about $2 billion, and is seeing its credit with other nations 
shrink. Basically, Turkey is suffering today from too much economic 
development, too fast, with too little. One result of this overdevelop- 
ment has been rising prices. Imports have had to be reduced some- 
what because of the lack of foreign exchange, and this also adds to 
the inflationary trend. The currency is seriously overvalued. Ex- 
ports of some commodities, especially wheat, have not lived up: to 
Turkish expectations. As a result of these numerous difficulties, 
private investment hesitates to enter Turkey. 

Despite these serious immediate difficulties, there are some strong 
features in Turkey’s economy, especially for the long run. The 
country is now virtually self-supporting in food, except for wheat, tea, 
and coffee, and it is generally felt that Turkey has a considerable 
potential in natural resources. 

But for the present, Turkey is in difficult straits. It cannot be 
said that these difficulties have brought about a very noticeable change 
in attitude toward economic development. In the face of this critical 
situation, Turkey continues to be unrealistic in its development 
aspirations. The Government tends to take the attitude that the only 
way out of their problems is to step up economic development even 
more, increase domestic production, and thus reduce the Nation’s 
dependence on imports. The International Cooperation Administra- 
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tion mission in Turkey is now attempting to hold down new large- 
scale development projects and persuade the Turks to concentrate on 
completing existing projects, and make them productive. In the 
minds of many, the United States must from past days share some of 
the blame for Turkey’s overambitious economic development. In any 
case, the present aid mission is now pursuing, I feel, the correct policy. 

However, it should be made clear that Turkey’s present economic 
difficulties will be solved not by United States assistance, but by the 
Turkish Government itself. There is little doubt that the Turkish 
Government knows what steps should be taken in this regard, but 
nevertheless fears domestic political reaction should they all be 
undertaken. 

Some policies have been instigated; for instance, the Government 
has declared that there is to be no further inflationary financing for 
the general budget and that state enterprises must meet operating 
accounts. Some effort has been made toward establishing wholesale 
and retail profit ceilings. But perhaps the most vital step needed has 
not yet been taken, namely, devaluation of the lira. At one time, 
Prime Minister Menderes had practically agreed to take this step, 
but was not able to obtain cabinet and party support. Since then the 
prospects for general devaluation before the May 1958 elections have 
just about disappeared. However, a special rate is now being given 
for some commodities, notably tourists; and perhaps this is the be- 
ginning of “back-door’’ devaluation. 


(b) Factors affecting development 

In addition to Turkey’s economic difficulties, other factors also are 
inhibiting development. There is a great shortage of skilled man- 
power. Turkey’s educational system needs to be overhauled. Taxa- 
tion is quite inadequate and poorly enforced. Heavy farm subsidies 
are a burden on the Government. Progress in deemphasizing state 
control of industry has been slow. Imports of raw materials and 
equipment are needed but cannot be paid for. Foreign working 
capital is greatly needed, and will continue to be, even after Turkey 
sets its economic house in order. 

Political and religious factors inhibiting development also exist. 
The overcentralization of the Government contributes to the lack of 
private political initiative in the provinces. To some extent, the 
Moslem religion, especially among the more conservative farmer- 
peasant groups, isan obstacle. Fatalism is difficult to overcome, even 
in Turkey where deemphasis has taken place over the past 30 years. 


(c) Political factors affecting development 

The existing Government appears to be presently stable. The 
Democrat Party holds about 455 out of the total of 541 seats in the 
Grand National Assembly. The party’s leader, Prime Minister 
Menderes, is in full control, both of the Government and of his party. 
The other two important parties in the Assembly are the Republican 
Party, witli 30 seats, and the recently created Freedom Party, with 31. 

With such an overwhelming majority, it would seem that the Prime 
Minister and his Government soni afford to be more tolerant, so far 
as freedom of the press and of assembly are concerned, and in general 
with regard to the role of the two major opposing parties. However, 
there has been in the pest several years a marked tendency on the 
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part of the Government increasingly to clamp down on the press and 
on freedom of assembly, and to tie up the opposition and its leaders 
with numerous restrictions. This tendency would seem particularly 
unfortunate and inconsistent in view of the sharp criticism directed 
by the Democrat Party now in power during the 1950 elections against, 
the Republican Party when it was in power, for the latter’s tendency 
in the same direction. 

One is told that it is not in the Turkish temperament to tolerate 
criticism and it seems to be a moot question whether this situation 
would improve should either of the two major opposition parties as- 
sume power for any substantial length of time. It should be stated 
that, while criticism of the Government in the Turkish press is not 
permitted, no attempt is made to impose censorship on foreign news- 
poor correspondents, who are free to report to their home papers. 

owever, the Government does watch with some care any attempt 
to reproduce such articles in the local press and has even cut pages 
containing articles to which they objected out of foreign magazines 
before they were permitted to be sold locally. 

However, in the long run and over the years, it seems fairly clear 
that—even with its ups and downs—Turkey is making slow progress 
toward eventual democracy through an enlightened public opinion 
and increasing political awareness. Under the Turkish Constitution, 
laws voted by the Grand National Assembly automatically become 
the laws of the land and it is therefore possible for any government in 

ower—with sufficient majority in the Assembly—to enaet such legis- 
ation as it may consider necessary to carry out its program or plat- 
form without the question of constitutionality arising. 

It should be noted that the fact that the Democrat Party has such 
a large majority in the Grand National Assembly does not mean that 
the Pyime Minister can always count on unquestioning and blind ad- 
herence from all of his own group, as was evidenced over a year ago 
when—owing to charges leveled against certain members of his 
cabinet—the Prime Minister was forced to make changes in the 
cabinet in deference to the insistence of members of his own group in 
the Assembly. 

Despite the existing economic situation and political restrictions, 
internal grievances are not especially articulate, except among the 
intellectual minority in Istanbul and among some members of the 
faculty of the University of Ankara. There is some criticism, which 
is likely to grow, over rising prices. A good portion of the press is 
anti-Government—to the extent that is permitted—primarily because 
of the restrictions imposed upon them and the suspension of papers 
which go too far. And, as has been pointed out, if economic reforms 
are enforced and stepped up, there will undoubtedly be an increase 
in criticism of the Government by those who are affected. 

No existing grievances are apparently serious enough to cause any 
revolutionary threats. The Communist Party, which is outlawed 
and dealt with quite firmly, has made little progress in Russian- 
hating Turkey. 

In general, both the Government and the principal opposition 
groups favor United States assistance to Turkey. To some extent 
the Government has used foreign aid or the lack of it (with regard to 
Turkey’s request for a $300 million loan) as a whipping boy, partially 
perhaps to direct attention from domestic troubles; but this should 
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not be overemphasized. Some Turks are perhaps inclined to feel 
that United States aid is more or less their due; and although most 
of the officials interviewed from the Prime Minister down rendered 
full credit to our assistance and indicated an understanding of its 
importance to Turkey, it is felt that the size and purpose of our aid 
program are not fully understood throughout the country. 

In this connection the United States Information Agency in Turkey 
is now putting increased emphasis on making better known United 
States efforts to assist Turkey, and America’s continued interest in 
Turkey’s development. 

(d) Strategic requirements for defense of Turkey 

Turkey’s own estimate of the forces that would be brought into 
action against them in wartime is probably slightly higher than the 
NATO estimate. Traditionally, Turkey is a proarmy nation. They 
are with reason extremely proud of their army, now consisting of over 
400,000 men, and may perhaps be somewhat overconfident as to its 
present capabilities. On the other hand, the Turks are quite realistic 
in feeling the inadequacy of their present air defenses. They are 
also somewhat concerned about their defenses in the north along the 
Bulgarian border and apparently do not expect too much assistance 
in that area from Greece. In southern Turkey the Turks now feel 
that a new defensive border is upon them, as Syria bends under 
Communist influence. 

The caliber of the existing Turkish armed forces is limited primarily 
by the lack of sufficient numbers of trained and trainable personnel, 
especially in technical fields. Although communications are im- 
proving in Turkey, their scarcity is still a problem in the eyes of 
military officials. 

It is difficult to estimate with precision the effectiveness of Turkey’s 
forces and defenses. But it is clear that Turkey’s effectiveness in time 
of war would depend considerably on two unknown factors, namely, 
the kind, amount, and speed of available outside assistance and the 
size of the Communist forces that would be directed at Turkey. 


(e) Other factors of significance to United States aid programs 

Is Turkey’s defense effort inhibiting development?—In attempting to 
estimate to what extent Turkey’s defense effort is a burden on the 
Turkish economy and thus an obstacle to economic stability and 
development, one point should first be made clear. The Turks are 
absolutely determined to be as strong militarily as possible. They 
will make many sacrifices before they would substantially reduce their 
defense effort. If all United States aid were cut off to Turkey, the 
Turks would reduce their economic development before their military 
development. 

Turkey’s own defense budget is about 23 percent of its total budget. 
There can be little doubt that these large outlays for defense have 
been a contributing factor to the nation’s present economic instahility. 
To the extent that this instability is an obstacle to future economic 
development, it follows that Turkey’s defense effort has been an 
inhibiting factor. On the other hand, the indirect effect—through 
technical training, reducing illiteracy, building roads and airfields, 
giving employment—that Turkey’s defense efforts have had on the 
general economy cannot be ignored. 
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Foreign private investment (other than United States).—A substantial 
amount of loans has been made available to Turkey from firms in the 
United Kingdom, West Germany, France, Japan and others. But 
other kinds of foreign private investment in Turkey are not large. 
Some European countries have been in the country for a number of 

ears and are apparently willing to stay there despite present insta- 

ility, and in some cases to extend credit even further. United States 
businessmen with whom we talked in Istanbul seemed to feel that 
Europe, more than the United States, was Turkey’s natural market, 
now and in the future. 

Foreign assistance to Turkey other than mutual security—In 1956 
United Nations technical assistance to Turkey amounted to about 
$600,000. Canada has given military assistance, primarily to the 
Turkish Air Force. Turkey has also received loans primarily for 
industrial development from the Export-Import Bank, the Inter- 
national Bank for Reconstruction and Development, and the Inter- 
national Monetary Fund. The latter was for the purchase of foreign 
exchange. 

Turkish-Communist trade and aid—There are no substantial Com- 
munist aid activities in Turkey today. Part of one old loan from 
Soviet Russia for a textile factory is outstanding. However, there is 
and has been traditionally commercial trade between Turkey and the 
Communist nations which today amounts to about 25 percent of 
Turkey’s non-strategic trade. To some extent, the lron Curtain 
areas provide an outlet for trade not accepted in Western Europe. 

There have been a number of small transactions involving credit 
terms with the Communist Bloc, and Communist overtures have been 
made in the form of long-term loan offers, but the Turks have not 
indicated any serious interest in them. 

There may be some long-range danger of the establishment of a 
foreign trade pattern with the Bloc, but this would not happen will- 
ingly. In fact, Turkey is attempting to encourage trade with Euro- 
pean Payment Union countries by offering higher premiums. 


3. Nature of United States aid programs 
(a) Objectives 

Objectives of United States military assistance to Turkey are to 
assist Turkey in meeting its NATO commitments, provide internal 
security, deter Soviet aggression, and help Turkey in the defense of 
the Middle East. In the main, United States military aid consists 
of end items, training, instruction in the use of equipment, construc- 
tion, development of domestic military production, and assistance to 
Turkey’s military budget. At present the chief effort of the United 
States military mission is to help Turkey’s existing forces before any 
expansion is undertaken. 

Nonmilitary aid to Turkey, including most defense support, techni- 
cal assistance, and surplus commodity aid, is aimed at helping Turkey 
obtain a stable and expanding economy, and thus help the military 
effort. Defense support is intended to help Turkey support a military 
establishment above and beyond what Turkey could provide without 
that assistance, and this aid has had the effect of making it possible 
for Turkey to carry more of its own military program. 
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(b) Magnitude 

Nonmilitary aid to Turkey in fiscal year 1956 obligations totaled 
about $111 million. This includes a little over $80 million in project 
and nonproject defense support assistance, about $2 million in techni- 
cal assistance, and about $29 million in Public Law 480 surplus agri- 
cultural commodities. The defense support figure includes about 
$8 million in section 402 agricultural commodities. 

Nonmilitary assistance proposed for fiscal year 1957 amounts to 
$80 million for defense support (including $25 million obligated in June 
1956 but regarded as fiscal year 1957 defense support), about $3 
million for technical assistance, and a Public Law 480 sales program 
(the sales agreement for which was signed November 12, 1956) valued 
at about $46 million. The aid mission envisages a gradual stepping 
up of technical assistance to about 5 or 6 million dollars. 

Military aid to Turkey is probably more than twice as large as 
nonmilitary, and would be still larger if that portion of defense support 
funds which are primarily in character were also included. 


(ce) Character and type of United States aid programs 


Loans versus grants.—Of the $80 million proposed for fiscal year 1957 
defense support, $25 million isin loans. Of the recent Public Law 480 
sales agreement, half of the $46.3 million total will be in loans. Sev- 
eral earlier Public Law 480 sales agreements were signed, but so far no 
loan agreements have been made. A 1955 request for a $300 million 
loan from the United States was turned down primarily on the grounds 
that such a loan would only increase Turkey’s indebtedness and en- 
courage further expansion in its economy, which, it was felt, was over- 
expanded already. 

Military aid activities —United States military aid to Turkey is 
broken down into a number of different programs. In 1956 and in 
prior years “direct forces support” was given to Turkey. This type 
of aid was originally furnished by the International Cooperation 
Administration and its predecessor, the Foreign Operations Adminis- 
tration, but has since been taken over by the Defense Department and 
is presently called consumables and construction. Generally, items 
in this category have included (in the fiscal year 1956 program) mili- 
tary equipment of a nature not indigenous to Turkey and for which 
foreign exchange is not available. Items supplied under this program 
include electronic and communication items and spare parts, construc- 
tion equipment, petroleum and its products, shop and utilities equip- 
ment, medical supplies, materiel-handling equipment, X-ray machines, 
automotive spare parts, paints, motion-picture equipment, furniture, 
office equipment, and Corps of Engineers items. 

There is a facilities assistance program in Turkey, with the objective 
of developing local production of ammunition, and some other military 
items. The Turks have contributed quite substantially to this pro- 
gram. However, few if any of the projects under this program are yet 
completed. When they are in production they will be state enter- 
prises, and, in effect, will be NATO plant facilities. 

The offshore procurement program in Turkey has diminished to 
practically nothing. But with the completion of facilities assistance 
projects, there should be possibilities for stepping up the export of 
military items manufactured in Turkey to other NATO countries. 
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There also exists in Turkey a substantial NATO infrastructure 
program financed partially by United States contributions under the 
Mutual Security Act. This program is providing assistance to Turkey 
in the construction of airfield and air-defense facilities. Under this 
program, NATO supplies only the barest operational facilities. We 
were informed that at present Turkey is incapable of supplying spare 
parts to support these facilities, and that Umited States assistance to 
make these new bases effective will thus be needed. 

United States military activities in Turkey other than the above 
include training and advising the Turkish armed forces with the 
objective. of increasing their combat effectiveness. Considerable 
progress has been made in reducing illiteracy among Turkish inductees, 
approximately 70 percent of whom are illiterate at the time of their 
induction, and in increasing the number of technically trained per- 
sonnel, many of whom have received part of that training in the 
United States and in Europe. 

United States naval advisers in Turkey are attempting to develop 
the effectiveness of the Turkish Navy to defend its own waters. 

A United States Air Force Advisory Group is also active in Turkey, 
but is working under a number of handicaps. As was Mentioned 
earlier, the Turks are apt to be somewhat proarmy. The United 
States air mission also faces problems in attempting to help the 
Turkish Air Force carry out somewhat ambitious objectives, a task 
made more difficult by delays in delivery. 

Nevertheless, I feel, on the basis of our talks and our visits to the 
Air Force Training School at Izmir and the Turkish Air Foree facilities 
at Eskisehir that it is quite remarkable what has been. accomplished 
toward building and training an effective Turkish Air Force. 

Nonmilitary aid activities —Defense support to Turkey is categorized 
either as “project”? or “nonproject” assistance. Nonproject assist- 
ance is in the form of section 402 surplus agricultural commodities or 
of regular commodities such as petroleum products, tires, chemicals, 
raw materials, machinery, spare parts, transformers, pumps, trucks, 
railroad equipment, and X-ray films. The beneficiaries of these com- 
modities include private industry, and Government-owned factories, 
mines, railways, waterworks, electric power works, and hydraulic 
works; Turkish agriculture is receiving machinery, fertilizer, pumps, 
and spare parts: 

Project assistance under defense support includes aid to copper and 
coal-mining projects, hydroelectric projects, and a grain storage 
project. 

Under defense support is also included some triangular trade trans- 
actions, by which proceeds of United States surplus: agricultural 
commodities in Italy: and Austria are being used to procure raw 
materials, dyes, and chemicals for Turkey. 

Presently all of the lira generated from the sale of section 402 
surplus agricultural commodities (amounting in fiseal year 1956 to 
about $8 million) have been used to aid Turkey’s military budget. In 
addition, the loan portion of defense support is, in local currency 
value, supporting the Turkish military budget: 

Public Law 480 funds in Turkey may be used for both economic and 
military purposes, in addition to a percentage for United States uses. 
The loan portion of three Public Law 480 agreements, which will be 
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used for economic development, is now apparently in frozen accounts. 
It amounts to about $40 million (in value). 

Technical assistance during fiscal year 1956 in Turkey consisted of 
20 projects mainly in the fields of transportation, industry, agriculture, 
and public administration. New projects proposed for fiscal year 
1957 include aid to ground water development, power planning, 
handicraft industries, employment services, basic education, and 
police administration. 

Since there has been some apparent confusion on the subject, it 
perhaps should be added here, while discussing technical assistance, 
that the United States Operations Mission in Turkey does not expect 
any substantial increase in the near future in Turkey’s exports of wheat, 
cotton and cotton textiles, and other agricultura] products, or of coal. 
The reasons for this are Turkey’s increasing consumption of these 
products combined with a 3 percent annual growth in population, and 
over-estimation by some experts of agricultural production trends. 

United States contractors in Turkey.—A number of technical assist- 
ance projects in Turkey are being carried out by United States firms 
and universities employed out of funds supplied directly or indirectly 
by the Ugited States Government, through the International Coopera- 
tion Administration. 

Present university contracts of this nature exist with Spring Garden 
Institute, and with New York, Georgetown, and Nebraska Univer- 
sities. 

Spring Garden Institute (of Philadelphia) is engaged in an auto- 
motive maintenance training program. Institute personnel assisted 
in setting up a model training school at Izmir, which we visited. The 
Turkish Government has plans for similar schools in other areas. In 
the Izmir school, the boys receive up to 4 years of practical training in 
all phases of automotive maintenance. The training equipment, 
which is quite modern, has been supplied primarily through the defense 
support program. Most if not all the boys now being trained have 
not yet done their military service and, therefore, their training at 
Izmir (and eventually elsewhere) will be especially useful from a 
military standpoint once they are inducted. 

New York University is engaged in a public administration program 
with the University of Ankara and the Ministry of Education. The 
New York University group is concentrating its efforts on setting up 
courses in public and private business management and in practical 
Government administration. The group is assisting in establishing a 
legal research institute and a business management training school. 

The University of Nebraska is assisting Ankara University in its 
agricultural education and the Ministry of Education in setting up 
Attaturk University, a land-grant type college in eastern Turkey 
which will be opened in September 1958. 

Georgetown University is engaged in an English language teacher 
training program at the University of Ankara. Turkish military 
personnel have received English training through this project before 
coming to the United States for technical military training. 

Engineering contractors now operating in Turkey through the 
International Cooperation Administration are Charles T. Main, Inc. 
(engaged in the Sariyar Dam hydroelectric power project); Paul 
Weir Co. (assisting in the Zonguldak coal mines project), and Raymond 
Concrete Pile Co. (assisting in a grain storage program project). 
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Most of the funds that the International Cooperation Administration 
has contributed to these projects in the form of equipment have 
come from defense support. 

Pan-American Airways is assisting the Turkish Airlines in improving 
and expanding its operations. The Turkish Airlines was founded in 
1932 as a Government monopoly, but this year private control of the 
airline has been initiated. 

Funds proposed for all fiscai year 1957 contract services total 
$1,376,000. 

United States aid personnel—American personnel financed by 
the International Cooperation Administration in Turkey number 
about 220, including 132 American private contract personnel. 
Military aid mission personnel, including United States civilians 
attached to the military, presently number about 489 Americans and 
225 Turkish civilians. United States Information Agency personnel 
in Turkey number 14 Americans and 86 Turks. 


(d) Other United States programs in Turkey 


The United States now has an investment guaranty program, 
covering convertibility, with Turkey. It is expected that this 
program will be extended to cover expropriation in the near future. 
Three United States firms now have guaranty contracts in force 
valued at almost $3 million. It is my understanding that applica- 
tions totaling an additional $55 million have been made, but have 
not yet been approved by the International Cooperation Adminis- 
tration. This, plus other factors, has apparently led some busi- 
ness interests in Turkey to question how enthusiastic the Interna- 
tional Cooperation Administration really is over promoting this 
program at this time. 

The United States also has in Turkey an informational media 
guaranty program which is presently supporting two activities. 
One is for commercial motion pictures and the other is for books and 
other publications. Total applications approved for 1956 amounted 
to $971,153. 

It was felt in Turkey that this relatively new program has already 
indicated its value in making available to Turkish students, teachers, 
and to others American books and periodicals which were previously 
not available. 


4. Effectiveness of aid programs and conclusions 
(a) Analysis of aid program objectives 


There is no question, in a narrow sense, that existing United States 
military aid objectives in Turkey are generally valid. It is certainly 
in the interests of the United States to help Turkey to play an in- 
creasingly effective role as a member of NATO and the Baghdad Pact 
in the defense of the free world and particularly of its own borders. 
As was pointed out earlier in this report, some question exists whether 
present United States military assistance to Turkey is sufficient or 
can be made sufficient to enable Turkey to fulfill these objectives. 
There are too many unknown factors to enable one to judge, in any 
final sense, whether these objectives are or are not too ambitious. 
For example, it would be necessary to know the type of external 
assistance that would be forthcoming in time of war; how much air 
and naval support would be available to help Turkey; the type of war 
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we are assisting Turkey to prepare for. Again, would advanced 
weapons be in Turkey’s defense and would the existing Turkish 
Air Force be called upon to carry out any mission other than just 
ground support? Is it expected that in case of war the Turkish Army 
would be relied upon to engage a major Soviet ground advance, or 
that such an advance would be more hkely to strike in northern Iran, 
or through Bulgaria, or both? 

In other words, to be able to judge whether present United States 
military objectives and efforts in Turkey are in the best interests of 
the United States, these and other important questions would, it 
seems to me, have to be answered. 

One stated objective of United States military aid is to help Turkey 
in the defense of the Middle East. It is rather difficult fully to 
understand what this really means. To what extent does this ob- 
jective differ from the objective of deterring Soviet aggression? How 
is this objective to be carried out with regard to Soviet penetration— 
as opposed to aggression—of, for example, Syria and Egypt? 

Turkey is the southern flank of NATO. Beyond Turkey is Iran. 
As amember of both NATO and the Baghdad Pact, Turkey is supposed 
to be a link between Europe and Asia. It is, in a sense, a United 
States military aid objective to strengthen this link. But there was 
little evidence available which would indicate that this “link” strategy 
had developed very far. For instance, we could find that no plans 
exist for NATO to provide assistance to Turkey if Turkey goes to the 
defense of a Baghdad neighbor, such as Iran, but is not actually 
attacked itself. Nor, in fact, could we ascertain to what extent 
Turkey would be militarily prepared to give such assistance. In other 
words, it would seem difficult, if not impossible, to bring this link 
strategy into actuality until agreement is reached and more coordi- 
nated action is taken by the United States, by NATO, and by the 
Baghdad Pact countries themselves. 

It has been implied earlier in this report that in some fields NATO 
objectives for Turkey are perhaps overly optimistic. I believe that 
that effort should constantly be made—where United States military 
aid is substantially involved—to aline United States aid objectives 
with NATO objectives and vice versa. 

Nonmilitary aid to Turkey is aimed at assisting Turkey to have a 
more stable and expanding economy and thus indirectly help the 
military effort. More specifically, the United States Operations 
Mission in Turkey is now attempting to assist the Turks in completing 
existing development projects before beginning new ones, on the 
theory that in this way Turkey can stabilize its economy and then 
go on to expand. 

The extent to which nonmilitary aid is actually helping the military 
effort should not. be exaggerated. To be sure, road construction and 
mining and electric-power development have military value, as do 
literacy programs and automotive maintenance schools. But one 
wonders whether the military value of nonmilitary aid is sufficient 
to assign to it military objectives, where the connection is, after all, a 
somewhat remote one. In any case, in Turkey, where there is such 
firm determination to be strong militarily even at the sacrifice of 
economic development, it would seem wise to base our non-military-aid 
policies more on economic grounds and less on military grounds. 
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One wonders, also, whether it is not possible that existing military 
aid objectives in Turkey may, in a sense, run counter to existing non- 
military-aid objectives. ill it be possible for Turkey to fulfill 
present military objectives and at the same time achieve a stable 
and expanding economy? At present, the answer is probably “‘yes’’; 
mainly, I would think, because as long as the economic problem 
remains overdevelopment and overexpansion, the military drain is 
probably not too serious an obstacle to economic stability. But once 
Turkey is again in a position (with United States aid) to move forward 
with new capital development, then it may be that Turkey’s military 
effort, plus United States military aid, will, be working against United 
States purely economic objectives in Turkey. 

Finally, it might also be added that since present United States 
non-military-aid objectives in Turkey are aimed at encouragin 
Turkey to complete existing projects and discouraging new capita 
development, constant effort should be made, before new funds are 
programed, to assure that these funds will not run counter to this 
objective. 

(6) Magnitude of aid programs 

Nonmilitary.—It is my judgment that plans to increase technical 
assistance in Turkey in the coming few years are well justified, espe- 
cially if greater emphasis is given to educational projects. However, 
until such time as Turkey is able with present levels of United States 
assistance to catch up on its overexpansion and take the steps it 
should realize must be taken to straighten out its economy, it would, 
I feel, not be in the United States interest—or, in fact, in Turkey’s 
own long-range interest—to increase substantially other economic 
aid to Turkey over present levels. 

But it is probable that, as Turkey takes the steps necessary to set 
its economic house in order, there will be a need for some additional 
capital assistance. 

Military.—In the light of previous comments in this report about 
the need for strengthening Turkish defenses in conjunction with Iran 
and the Middle Eastern area as a whole, I feel that there prebably 
should not be any substantial decrease in military aid. However, 
this recommendation is based on the assumption that military-aid 
objectives in Turkey are valid, after consideration has been given to 
the questions posed earlier in this report. 

Loans versus grants.—For the present, it would not seem advisable 
to burden the Turkish economy with additional dollar debts and, 
therefore, any substantial increase in loans over grants is not recom- 
mended. It is further urged that consideration be given to rearrang- 
ing the allocation of defense support funds so that the portion which 
goes to the Turkish military budget should be in grants and not loans. 
Especially in the light of Turkey’s existing economic difficulties, loans 
should not be allocated to generally unproductive-type activities. 


(c) Administration and coordination 


I gained the general impression, while in Turkey, that a number of 
problems exist with regard to administrative control, coordination of 
deliveries, and operation of United States aid programs, inchiding 
among them coordination between NATO Headquarters and the 
United States military mission. 
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There should, I feel, be a close study made by United States defense 
officials and NATO officials to see in what ways better control, 
programing, and operation can be instituted for Turkey with regard 
to the annual review process, the NATO infrastructure program, and 
United States NATO military objectives. In all three mstances, 
there seems to be need for improvement in programing and control. 
It is also important to bring NATO force goals in Turkey more in line 
with United States objectives. 

It is also my feeling that more responsibility should be placed, 
initially at least, in the hands of the United States military mission in 
Turkey, with respect to programing military items into Turkey. To 
a large degree, the kind of end items Turkey will receive (tanks 
versus aircraft) is based on Washington programing, concerning which 
the mission in the field is not always brought in to the extent that they 
should be. There should also be considerable flexibility and constant 
review of future items to be programed into Turkey as to amount 
and kind, especially in relation to the actual ability, as judged by our 
mission in Turkey, of the Turkish forces to use those items effectively. 

I believe that it would also be in United States interests to get into 
the hands of our military mission in Turkey the annual Joint Chiefs of 
Staff guidance instructions at an earlier date than at present, so that 
the field mission could have more time to prepare its program recom- 
mendations. 

With regard to the planning and administration of the aid program 
in Turkey, it is felt that increased efforts should be made, at all levels, 
to persuade the Turks that it is in their own interest to put their 
economic house in order, and that the size and nature of the aid 
program that may be approved will inevitably depend considerably 
on whether these steps are taken. 

International Cooperation Administration contracts—It was the 
general impression, in which I concur, that the International Coopera- 
tion Administration contracts now operating in Turkey are of such a 
nature that they could not be handled as effectively by International 
Cooperation Administration personnel. A notable example of this is 
the Pan-American contract with the International Cooperation 
Administration to assist the Turkish airlines. However, when 
Turkey’s financial situation improves, I feel that consideration should 
be given to having these contracts—especially those of a noneduca- 
tional nature—placed on a direct Turkish-United States contractor 
basis. 

C. IRAN 


1. United States interests in Iran 
(a) Security interests 

Prevailing concepts —The concepts we found prevailing in Iran 
with regard to security interests of the United States in that country 
would appear to be along the following lines: The forward strategic 
defense of the United States includes the NATO and the Baghdad 
Pact “Northern Tier’ concept. Of the NATO and Baghdad Pact 
nations, Iran has the longest common border with the Soviet Union. 
Iran serves as a link between NATO and SEATO, with its member- 
ship in the Baghdad Pact along with its neighbor, Turkey—a NATO 
member—and along with its neighbor to the east, Pakistan—a SEATO 
member. The most probable avenue of approach into the Middle 
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East for large Soviet ground forces lies through northwestern Iran 
and the passes of the Zagros Mountains into the plains of Iraq. Thus, 
the armed forces of Iran would undoubtedly meet and bear the initial 
shock of a Soviet-launched ground offensive campaign to secure the 
Middle East. 

United States security interests in Iran involve directly the protec- 
tion of NATO’s right flank, as represented by Turkey. The successful 
protection of NATO’s right flank from a Soviet ground advance into 
the Middle East would depend to a large degree on the effectiveness 
of Iranian resistance in delaying such a ground advance. 

The defense of Iran is of paramount importance to United States 
strategic objectives in the Middle East of maintaining free and inde- 
pendent anti-Communist governments, limiting the expansion of 
Communist-dommated areas, and insuring free-world access to stra- 
tegic raw materials of the area. 

It is also the estimate of United States officials in Iran that 
the defense of Iran is of major importance to various allies of the 
United States, particularly Turkey. The defense of northwestern 
Iran is considered of paramount importance to Turkey, which might 
otherwise be outflanked by any Soviet penetration of that area. A 
successful attack through northwestern [ran would make possible an 
attack on the underbelly of Turkey. If the Soviets were able to break 
across northwestern Iran and establish a base of operations in the 
plains of Iraq, they would be in a position to launch attacks against 
Suez and eastern Mediterranean areas and against the western oil 
operations in the Persian Gulf complex. 

Iran in Soviet hands would place all of the anti-Communist or neutral 
countries on both sides of Iran under the active control or domination 
of the Soviet Union. 

Analysis of prevailing concepts——These concepts are, I believe, 
generally valid. The extent to which, in all circumstances, these 
concepts can be fully realized is another question. Although currently 
accepted strategic concepts take into account the importance of pro- 
tecting NATO’s right flank, little if any actual coordination seems to 
exist on this problem either between the Baghdad Pact and NATO as 
such, or between Iran and Turkey. I was reminded in Paris of the 
apparent reluctance on the part of northern European NATO members 
to see NATO expanded or broadened toward the Middle East, even 
to the extent of increasing NATO-Baghdad defense coordination. 

Nevertheless, in attempting to judge the validity of the “‘northern 
tier defense concept”? and the concept of Iran as a link between 
NATO and SEATO defenses, it is necessary to conclude that at 
present both concepts are likely to remain theoretical until NATO 
and the Baghdad Pact achieve a closer and stronger relationship 
with regard to NATO’s right flank. 

The tmportance of Iran’s 1,000-mile common border with Soviet 
Russia, as a factor in United States strategic defense concepts or as 
a factor in urging congressional approval of military aid for Iran, 
has perhaps been somewhat overstressed, at least in the recent past. 
The Soviet-Iranian border, between the Caspian Sea and Afghani- 
stan, is, In actuality, probably indefensible, even if the entire Iranian 
Army were stationed in that area. However, it is also true that this 
same border area would not be a very practical or easy one for the 
Soviet Russians to use as a path into Iran and to the Middle East, 
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mainly because of the extended logistical supply line that would be 
necessary. Thus, in a military sense, the strategic importance of 
this part of the 1,000-mile border should not be overestimated. 
However, the strategic importance of Iran’s common border with 
Soviet Russia west of the Caspian Sea to Turkey (Azerbaijan) can- 
not be overestimated. 

Both Iranian and United States officials seemed to recognize fully 
that recent developments in Suez and Syria have increased the general 
Communist threat to Iran as well as to the entire Middle East, and 
that Soviet Russia is in the Middle East to stay, if it can. Sufficient 
time had not elapsed for our officials to be able to say in what way, 
or to what extent, these developments would or should cause change 
in United States security and strategic concepts. 

Finally, with regard to the validity of United States-held strategic 
concepts for Iran, the Iranian officials with whom I talked, includin 
the Shah, indicated that free world security objectives in Iran caeld 
not be fully attained until such time as the United States formally 
joins the Baghdad Pact and backs up its membership with adequate 
material support. 


(b) Economic, commercial, and other interests 


With the exception of the 14 American oil companies who hold a 
40-percent share in the international oil consortium which was 
organized to produce and market most of Iran’s oil, private United 
States investment in Iran is negligible. 

There are several businesses such as Pan-American Airways which 
operate in Iran, and a number of United States firms working under 
contract with the Iranian Government. Among the latter are Trans- 
Ocean Airways, which operates the Iranian Airways; Drilling & 
Exploration Company of Nevada, which is employed by Iran’s own 
oil company in its operation at the new Qum field; Morrison-Knudsen 
International, which is assisting in preliminary construction work on 
the Karaj Dam; and various management-engineering firms which 
are advising certain ministries of the Government. 

For the Iranian year 1334 (March 1955 to March 1956) Iran’s im- 
ports from the United States totaled $64.5 million, while exports to the 
United States totaled $13 million over the same period. 

During the year 1333 (March 1954 to March 1955) Iran’s largest 
imports from the United States were in trucks, tires, cars, auto parts, 
and machinery, while exports to the United States were primarily, 
excluding oil, in carpets, pistachios, wool, and soft wool. With the 
exception of a small amount of chrome, the only strategic or critical 
raw material recently flowing to the United States from Iran is oil. 

Additional United States interests.—There are few significant Ameri- 
can religious activities in Iran, other than the activities of the Presby- 
terian Mission. Several American private humanitarian foundations 
have been activeinIran. The Near East Foundation has been operat- 
ing most successfully in Iran since 1946, and since 1951 has received 
assistance—under contract—from the International Cooperation Ad- 
ministration. The foundation’s activities and projects are primarily 
in the fields of community and agrarian development, working in close 
cooperation both with the United States Operations Mission and with 
the Iranian Government. The Near East Foundation’s work in Iran 
has also been assisted financially by the Ford Foundation. 
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The United States educational and leadership exchange programs. 
are active in Iran and are serving an extremely useful purpose in in- 
creasing understanding and cooperation between the two countries: 
Iran’s awareness of the United States and its interest in our country 
are comparatively recent developments. In the last century Britain, 
France, Germany, and Russia exerted at various times strong influ- 
ence on Iran. Although the United States is not considered “colonial- 
ist” in ambition or intention, nevertheless, century-old suspicions, en- 
couraged by Communist propaganda under the guise of nationalism, 
have at times hampered the progress in Iranian-American relations. 

As Iranian students and present or future leaders are given the 
opportunity to visit and study in the United States, and as Americans 
come to Iran in response to requests for help—especially in teaching 
at the University of Teheran—progress will continue to be made in 
improving relations between the two countries, in offsetting old anti- 
Western prejudices and in countering Communist propaganda. 

I was fortunate to talk with a number of Iranian officials who had 
been to the United States under the leadership program. The mayor 
of Isfahan had been a leadership grantee and his attitude and ideas 
were excellent testimony to the value of this program. 

One difficulty encountered in sending Iranian students to the 
United States is that many of them are reluctant to return to their 
country. I am aware that both Governments are making efforts to 
encourage these students to return to Iran. But difficulties encoun- 
tered in the past lead one to believe that it might be advisable, in some 
instances, to put more emphasis on increasing the ability of Iran to 
teach some of these students in Iran with assistance, where necessary, 
from American teachers temporarily residing there. 

2. Basic situation in Iran 
(a) Nature of economy and capacity for development 

Tran is a sparsely populated country of 20 million people, 80 percent 
of whom are dependent on agriculture and about 10 percent on 
industry. Oil exports are by far the largest source of Iran’s wealth. 
Other than oil, the most important industries are texti.es, sugar, 
cement, and tobacco. Although the average annual per capita 
income is about $100, there exists in Iran a small but wealthy group 
whose income is primarily from land ownership. Much of Iran is 
desert and wasteland. The country’s population is about 80 percent 
illiterate and 98 percent Moslem. Despite its vast oil reserves, and 
the present income from its production, Iran is basically an under- 
developed country. 

Iran’s aspirations for economic development are almost entirely 
dependent on the use of oil revenues. In 1949, a large-scale 7-year 
program of economic development was inaugurated to be financed 
from oil revenues and administered by a Government Ministry, the 
Plan Organization. 

Political unrest, the economic and fiscal policies of the Mosadeq 
Government, and financial stringency resulting from the cessation of 
oil exports after nationalization, all combined to restrict the progress 
of the first 7-year plan. Between 1949 and 1951 a number of develop- 
ment projects were carried out but far short of the number planned. 
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About a year ago, the second 7-year plan was approved. It calls 
for the expenditure of the equivalent of $1 billion to be financed 
primarily from oil revenues, for projects in agriculture, transportation, 
water development, industry, health, and othontion: At present. the 
Plan Organization receives 60 percent of the total Iranian oil revenue.' 
In 1956, 60 percent will amount to about $86 million. By March 
1958, the Plan Organization, under present legislation, will have its 
annual share of Iran’s oil revenue increased to 80 percent. Loans of 
various types have also been made to Iran for its economic develop- 
ment from Great Britain and from the International Monetary Fund 
($17 million of which has already been drawn). The Export-Import 
Bank has extended a line of credit of $53 million, $18 million of which 
has been used, and at the time of our visit a line of credit of $75 
million from the International Bank for Reconstruction and Develop- 
ment was being negotiated. (Although the Plan Organization is not 
receiving outright economic assistance from the International Coop- 
eration Administration, it is receiving some United States technical 
assistance. ) 

Whether economic development in Iran will succeed or not depends 
primarily on the operation of the Plan Organization. I’ can only 
conclude from our observations that we were sufficiently disturbed 
over the Jack of organization, planning, and accounting within the 
Plan Organization to have some doubts about the ability of this vast 
organization to carry out its program and to make the most effective 
use of the very considerable funds available to it. 

Besides these internal difficulties facing the Plan Organization, 
political difficulties are also evident. The lack of progress over the 
first 7 years coupled with failure to produce substantial tangible 
results over the past year are causing increasing discontent in the 
country. The people of Iran are determined to make economic 
progress and they expect to see the revenue from the natural resources 
of their land-—oil—used effectively and speedily for that purpose. It 
is no exaggeration to say that the maintenance of political stability 
in Iran depends heavily upon an adequate degree of success by the 
Plan Organization in implementing the economic development pro- 
gram. ‘There is widespread feeling in the country that long-term 
development projects are receiving too much attention at the expense 
of more immediate and less ambitious projects. Thus discontent 
grows, especially in areas away from the capital where the develop- 
ment program has made relatively little progress in meeting the 
demands of the people for immediate and tangible benefits. 

Fortunately, officials of the Plan Organization are beginning to 
realize fully the problems they face, and “hopeful steps are now being 
taken. The Director is apparently now willing to employ foreigners 
for positions within the organization to fill the need for qualified, 
technically trained personnel not available in Iran. Plan Organi- 
zation officials are increasingly willing to accept guidance and ad- 
ministrative assistance from the United States Operations Mission. 
One United States management consultant firm, George Fry Associ- 
ates, is already assisting the Plan Organization in managing certain 
subsidiary enterprises owned by the Government. The services of 
another management consultant firm, the Governmental Affairs 


1 The balance is broken down as follows: 10 percent for budgetary support and 30 percent for the operations 
of the National Iranian Oil Co. 
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Institute of Washington, has been requested by the Director and is 
now recruiting a team to go to Iran for 2 years. Both firms are, or 
will be, operating under International Cooperation, Administration 
contracts. Further consideration of the whole question of Interna- 
tional Cooperation Administration contracts is taken up later in this 
report. 

(b) Factors inhibiting economic development 

Besides the above obstacles to the economic development program, 
other inhibiting factors exist. There is a serious shortage of skilled 
labor and of entrepreneurial talent. Political uncertainties tend to 
discourage long-term investment. There is a severe shortage of 
private capital. Investment funds that are available tend to flee the 
country and hesitate toreturn. Bank credit is limited and investment 
rates exorbitant. The lack of any really effective taxation system is 
perhaps the most important single inhibiting obstacle. More taxes 
were collected in the past year than in the year before, but return of 
this revenue in the form of tangible assistance to the country, espe- 
cially to areas other than T eheran, is progressing slowly. 

It is felt that some of these inhibiting factors can be eliminated by 
Iran itself. One step toward creating a more favorable climate is the 
recent passage of a more liberal foreign investment law. 

An investment guarantee program with the United States, covering 
both convertibility and expr opriation, probably will be signed within 
the next few months. There is evidence that some American business 
interests are awaiting this agreement before they become active in 
Iran. Several United States banks have indicated interest in coming 
into Iran, but, as with most other foreign businesses, they do not feel 
the climate is sufficiently attractive at present. Perhaps the most 
important single condition for attracting foreign investments is 
confidence in continuing political stability, both within Iran and in 
the Middle Eastern area as a whole. Until the overall climate in the 
area improves, there is not likely to be a substantial rise in foreign 
investment in Iran. 


(c) Political and cultural factors affecting Iran’s development and 
its capacity to use foreign aid effectively 

The present Government of Iran appears to be unusually stable, 
at least according to Iranian standards. Although there exist internal 
grievances against the Government and criticism is heard, especially 
with regard to lack of tangible progress by the Plan Organization, as 
described above, nevertheless there is no organized, effective opposition 
to the Government. The Shah is now playing an increasingly active 
role in the operation of the country, a fact which is not altogether 
appreciated by some, who feel that he should restrict his activities 
more to reigning than to ruling. Again, the difficulty is the lack of 
qualified Iranians able to take over more of the detailed operations 
of the Government. 

Also to be considered is the fact that in the event the Shah 
should die in the relatively near future, serious difficulties might arise 
over the succession, there being no direct heir at present. 

Freedom of assembly and of the press are somewhat limited in 
Iran. Considerable private, individual criticism is quite freely ex- 
pressed. This freedom, however, is strictly limited to activities which 
do not threaten the existing Government, and any subversive activities 
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are firmly dealt with. The press is subject to banning, suspension, 
and individual newsmen are occasionally arrested, but on the whole the 
restrictive powers of the Government in this field are not carried to the 
extreme. As is true in other countries in the area, the press cannot 
be called entirely responsible. 

Elections in Iran are in many instances controlled. The courts 
are not really independent of other branches of the Government, and 
the legal system of the country, like its tax system, needs a thorough 
revamping. 

However, the role that United States assistance and United States 
officials in Iran can or should play in attempting to encourage the 
growth of freer institutions is a difficult and very sensitive one. 

With regard to court reform, the United States Operations Mission 
in Iran has asked for one technician to work with the Iranian Ministry 
of Justice. The extent to which such assistance should be given by the 
United States is, it is felt, somewhat doubtful. Political reaction and 
possible resentment could result from aid of this type being given on a 
bilateral basis. It is suggested that assistance in court reform might 
best be handled through the United Nations technical assistance pro- 
gram rather than through our own aid program. 

In the long run, it seems certainly to be in our interest that Iran 
develop a freer and more responsible press. Again, this is a somewhat 
touchy field in which to become involved. But it is felt that the United 
States Information Agency in Iran can play a useful role in setting 
standards and explaining to local officials and press leaders the desir- 
ability of a freer and more responsible press. I believe that more 
sould be done in this direction. 

Although the present Government appears stable, there exist 
several potential revolutionary threats. The Communist (Tudeh) 
Party is now outlawed, and a vigorous campaign by the Government 
has made its survival as a semiorganized force extremely difficult. 
Nevertheless, should the political climate change substantially and 
instability increase, the Tudeh Party might again be able to gain a 
considerable following. The same can be said for the Nationalist 
Organization, now semiunderground and ineffective, of former Prime 
Minister Mosadeq. There are considered to be other possible threats 
to the Government, including the possibility of a Nasser-type move- 
ment by some of the younger army officers. But for the time being 
none of these groups is in a position to make serious trouble. 

There is no question that United States assistance to Iran is largely 
responsible for the country’s present relatively stable political situa- 
tion. This fact is quite fully realized by the great majority of Iran- 
ians. 

Admitting this, there exists in Iran, especially among the highest 
officials, some feeling that Iran has not received all that it expected— 
in fact all, as some say, that it was promised—in the way of military 
aid, following its adherence to the Baghdad Pact. This criticism 1s 
quite frankly expressed and is not lessened by the delay in delivery of 
certain military items, and in moving ahead with military construc- 
tion under funds appropriated some time ago. 


(d) Strategic requirements for defense of Iran and present military 
capacities 


Iran’s own estimate of the principal military threats to its security 
seems to be quite realistic. Communist activities in neighboring 
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Afghamstan are cause for concern. The question of the ability of 
either the Iranian Government or of our missions to estimate clearly 
the degree of Communist penetration of Afghanistan and Soviet mili- 
tary strength in the area bordering on Iran should, it is felt, be given 
careful study. 

Aside from the United Nations, Iran’s only international defense 
arrangement is the Baghdad Pact. As presently constituted, the 
defensive capabilities of Iran are of such a nature that substantial as- 
sistance from the United States would be necessary to enable Iran to 
carry out its limited military objective of providing some resistance to 
any Soviet aggression. 

t should be noted that Iran in 1921 made a treaty with Russia 
which provided in part that if third countries attempted to use Iran 
as a base for military operations against Soviet Russia, the latter shall 
have the right to bring troops into Iran in order to take steps against 
that third country. 

The extent to which this treaty is today generally applicable to 
situations other than the specific one for which it was negotiated is 
not entirely clear. Originally, this treaty was to apply against parti- 
sans of the former White Russian regime and their foreign supporters. 

The size and caliber of Iran’s own defense forces can only be realis- 
tically considered in relation to the fact that Iran is an underdeveloped 
nation. Its ability to provide itself with a modern fighting force 
equipped with modern equipment and techniques is and will be for 
some time very limited, no matter how conscientiously they. strive, 
no matter how much outside equipment and advice is forthcoming. 
It should be added that this is not a situation peculiar to Iran and 
that progress is being made in strengthening Iran’s defense forces. 

The question is thus one of Iran’s ability to absorb substantially 
increased military equipment in order to improve the effectiveness of 
its forces. Some doubt exists as to whether Iran could absorb much 
of an increase in this type of assistance over what is being given at 
present, 


> 


3. Nature of aid pregrams 
(a) Objectives 

The military assistance program in Iran is expected to equip and 
train the Iranian armed forces to enable them to maintain internal 
security and provide some resistance to external aggression. 

The United States military advisory mission to the Iranian gen- 
darmerie (rural police) has been for some time assisting Iran in 
strengthening its internal security. 

The objectives of the nonmilitary aid programs are to assist Iran 
in its economic and community development and thereby help to 
satisfy the aspirations of the Iranian people for a better, more 
prosperous life. 

Behind both objectives—inilitary and nonmilitary—lies the basic 
objective of preserving Iran for the free world. 


(b) Magnitude 


Total International Cooperation Administration assistance to Iran 
during fiscal years 1951 through 1956, including long-term loans, but 
excluding Public Law 480 programs, amounted to $273.2 million, of 
which $76.6 million was for technical assistance or technical coopera- 
tion. Beginning with the replacement of the Mosadeq regime in 
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August 1953, the United States provided financial aid to Iran to meet 
the deficit in its operating budget, pending full resumption of oil 
revenues. This amounted to $60. million in fiscal year 1954, $53 
million in fiscal year 1955, and $35 million in fiscal year 1956. 
Beginning in fiscal year 1956, the United States began to provide for 
defense support of military construction. This included $17.5 million 
in fiscal year 1956. The military construction program for which 
the $17.5 million was appropriated had not, at the time of our visit, 
received program approval from Washington. 

For fiscal year 1957, $7 million is estimated for technical assistance. 

Of the total International Cooperation Administration aid 1951-56, 
$51.5 million remained in the pipeline on June 30, 1956, in accumu- 
lated allotments. About $10 million of this remains unexpended for 
technical assistance. 

Altogether, almost twice as much military aid will go to Iran in 
fiscal year 1957 as International Cooperation Administration aid. 
Furthermore, the military aid column would be substantially increased 
if that portion of International Cooperation Administration aid which 
is actually military (defense support) were added to it. 

Of the $65.5 million allotted in fiscal year 1956, $10 million was 
made available (for budgetary support) as along-term loan. Military 
funds for Lran are all on a grant basis. 

Administrative direction of the aid program in Iran seems to be 
fully controlled by Washington even to the extent that in technical 
assistance, each individual project must be approved by Washington. 

The military mission in Iran and the United States Operations 
Mission on policy matters are guided by and cleared through the 
Ambassador and the country team, but neither mission operates 
directly through the Ambassador in their contacts with their respective 
Washington agencies. 

Military personnel in Iran, including the gulf district, Corps of 
Engineers, totals 444 Americans and 239 locals. United States Opera- 
tions Mission personnel totals 273 Americans and 49 locals. United 
States Information Agency personnel totals 32 Americans and 141 
locals. Total Americans in the country team, including Embassy 
personnel, numbers 876. 


(c) Activities and projects of aid missions 

The United States military activities in Iran are actually broken 
down as follows: First, there is ARMISH, the military mission as- 
signed in 1947 to the Iranian Ministry of War to advise on organiza- 
tion plans, training and administration. Secondly, there is the Mili- 
tary Assistance Advisory Group, which arrived in 1952 and whose 
task is to program United States military aid to Iran, turn over that 
aid to Iran, and insure its proper use. The two missions are com- 
bined administratively and many functions of each are done by all 
personnel regardless of where they are carried. 

Thirdly, there is GENMISH, the United States military mission 
with the Iranian gendarmerie, which has been in Iran since 1941. 
Lastly, there is the gulf district, Corps of Engineers, recently arrived 
to assist in the military construction program. 

The military mission and the Military Assistance Advisory Group 
have sections actively aiding and advising the Iranian Air Force and 
Navy, both of which are very small. The military mission and the 
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Military Assistance Advisory Group have training teams with each 
Iranian Army Corps. We were able to see the progress that one of 
these teams is making, at Lalli, where we observed a battalion in the 
attack field exercise, conducted by elements of the V Corps, Imperial 
Iranian Army, with the assistance of the United States team. 

United States Operations Mission activities and projects in Iran 
cover a wide assortment of fields and endeavors. One of the largest 
United States technical-assistance programs in the world is operating 
in Iran today, and to some extent this program is moving under the 
momentum of previous years, when even greater funds were available. 
Technical assistance in fiscal year 1951 amounted to $1.6 million. It 
jumped to $23.1 million in 1952 and has been steadily reduced since 
then to $8 million in fiscal year 1956; $7 million is proposed for fiscal 
year 1957 and about $6 million for fiscal year 1958. 

Technical assistance in Iran now includes projects in public adminis- 
tration, agriculture, public health, industry and transportation, edu- 
cation, audiovisual work, community development, and labor. The 
largest programs are in agriculture, and industry and transportation. 
A few comments on the nature of these projects might be helpful. 

Iran faces many difficult problems in attempting to modernize its 
administrative operations. These problems include: the shortage of 
skilled administrators, corruption, absence of a career (civil service) 
system and of a budget and accounting system, low pay, overcentrali- 
zation, lack of statistics, and perhaps above all, the number of workers 
on the Government payroll. The United States Operations Mission 
public administration consultant program is making progress in such 
areas as budgeting and cost accounting, reorganization of the tax 
administration, and statistics. The United States Operations Mission 
now has public administration consultants working in all ministries 
except defense and foreign affairs, formulating management improve- 
ment programs. The advisers work only with techniques and are not, 
according to United States Operations Mission, involved in matters of 
policy. However, the consultants do work closely with personnel of 
the various ministries, and it would seem impossible for them not to 
become involved in problems bordering on policy. 

The United States Operations Mission’s activities in the field of 
agriculture are quite numerous, and progress here is easier to measure 
than in public administration. United States technicians are advising 
the Iranian Government in such areas as animal and crop production, 
pest control, water drainage and irrigation, agricultural extension 
work, forest improvement, development of cooperatives, demonstra- 
tion of uses and maintenance of farm machinery, and livestock 
vaccination. 

In public health, technical-aid activities include health education, 
immunization programs, a nursing program, the development of rural 
health centers, aid in the elimination of opium production and use, 
and the spraying of villages against epidemics. Great progress has 
been made in reducing malaria in Iran. This program was initially 
run entirely by Americans. Now the Iranian Ministry of Health is 
taking over. A number of Iranian medical students have received 
training abroad and in the United States with United States assistance. 

The United States Operations Mission aid to Iranian industry in- 
cludes projects in telecommunications, bureau of standards, low-cost 
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housing, lumbering operations, food processing, bottlemaking, deep- 
well construction, and industrial surveys. In the past the United 
States Operations Mission has assisted in the improvement of railway 
operations, and expects to step up its aid in highway maintenance. 

The United States Operations Mission audiovisual aid has included 
actual motion-picture production (in health, agriculture, education 
and community development) and training in film production and 
use. A second project is the construction of a 50-kilowatt transmitter 
and the training of Iranians to run and maintainit. We were informed 
that this transmitter is expected by day to reach areas of Iran con- 
taining 65 to 70 percent of the population and give complete country 
coverage at night. 

Technical assistance in the labor field centers around labor-manage- 
ment relations, labor training, labor standards, employment security, 
and job placement. While in Teheran we were able to visit the local 
employment office, where techniques suggested by the United States 
Operations Mission are now in use. 

Technical assistance is assisting the Ministry of Education in general 
and vocational education, in a home economics program, and in 
literacy training. Teacher-training programs are set up in all phases 
of the education program, which is presently concentrating on curricu- 
lum development, methods of and materials for learning. 

With the aid of the United States Operations Mission, the Near East 
Foundation is working with the Iranian Government in an extensive 
community-development program. Among the projects under this 
program is the work being accomplished in some 300 villages in the 
Veramin Plains, near Teheran. A girls’ school for training future 
rural schoolteachers, an agricultural teacher training school, organi- 
zation of rural cooperatives, low-cost housing, village cleanups, and 
public health are among the activities in the Veramin Plains project. 

A program of training multipurpose village workers in health, agri- 
culture, education and village organization has been instigated. This 
program, quite similar to the county-agent system in the United 
States, is proving to be extremely effective. 

The foundation is assisting the Iranian Government in setting up 
rural cooperative and agricultural credit programs. 

Under the new (June 1956) community development law, each 
village in Iran is setting up a village council to organize and direct 
village improvement projects. Under the law, 5 percent of the land- 
lord’s share of the crop will be collected by the council for its activ- 
ities. We saw evidence that this village-council system was progress- 
ing and that council funds were being used to finance, for example, 
school construction and other needed projects. 

United States Operations Mission responsibilities other than tech- 
nical assistance include at present the planning, programing and use 
of funds described under the title “defense support,’’ which in fiscal 
year 1956 amounted to $57.5 million and for which $45 million is pro- 
posed for fiscal year 1957. Of the latter figure, $23 million will be a 
loan and $22 million will be in economic-development grants, pri- 
marily in quick-impact projects. Of fiscal year 1956 defense support, 
$17.5 million is to be used for the generation of Iranian rials (counter- 
part funds) to pay the local currency costs of military construction. 
Additional funds for military construction amounting to $7.5 million 
were appropriated for the fiscal year 1956 program under “direct 
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forces support’’ to pay the dollar costs of this program. As yet no 
program approval has been received from Washington for actual con- 
struction. The proposed military-construction program for fiscal 
year 1957-58 (combined), inc ‘luding the $17.5 million and $7.5 million 
for fiscal year 1956, is expected to ‘be about $50 million in value. 

International Cooperation Administration contracts in Iran.—Many 
of the technical-assistance projects previously described are being 
carried out by United States contractors employed out of funds sup- 
plied directly or indirectly by the United States Government. 

Community development is being largely carried out by the Near 
East Foundation. 

George Fry Associates is assisting the Plan Organization. 

The University of Southern California is working in public admin- 
istration training at Teheran University. 

Utah State Agricultural College is assisting Karaj Agricultural 
College near Teheran. 

Litchfield, Whiting, Panero & Severud—an architectural firm—has 
been assisting both the United States Operations Mission and the 
United States military mission in the construction of a number of ed- 
ucational and housing facilities. 

The University of Syracuse is responsible for the motion-picture 
program briefly described earlier. 

Stanford Research Institute is providing technical aid to the develop- 
ment of food processing. 

The Iran Foundation, a joint American-Iranian private organiza- 
tion, is rendering assistance to the Shiraz Medical Center with United 
States Operations Mission support. 

The total amount proposed for fiscal year 1957 to cover Inter- 
national Cooperation Administration contracts is $1,841,000. 

George Fry Associates were first contracted by the International 
Cooperation Administration in December 1954. Their contract ex- 
pires on June 27, 1957. The cost is $224,000 each year. The United 
States Opetntions Mission hopes to be able to extend the contract for 
an additional year. 

It is felt by the United States Operations Mission that the Fry 
group is doing useful work which the International Cooperation 
Administration is not equipped to do. ‘Two Government-owned tex- 
tile plants in northern Iran where the Fry firm has been active are 
now beginning to show profits. The Fry group is now preparing a 
report on ways of transferring these companies to private operation. 
We were told that this group has spent more than half of their time 
actually in the field. The Fry group has written a number of reports 
on these and other subsidiary enterprises for which the Plan Organiza- 
tion is responsible, and their recommendations are now being accepted 
more than they were a year ago. The Fry group reports directly to 
the United States Operations Mission direc ‘tor, and clears their reports, 
written for the Plan Organization, with him. Further consideration 
of this and other contracts in Iran will be taken up later in this country 
analysis. 

(d) Surplus commodity disposal program 
The Iranian Government has shown considerable interest in 


Public Law 480 during the past year, and an agreement was concluded 
on February 20, 1956, which calls for the sales of wheat and fats 
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valuing $12.1 million. Of the rial proceeds from the sale of these 
commodities, $5.9 million (in rials) will be a grant to be used to pur- 
chase items currently budgeted by the Ministry of War (and thus to 
this extent amounts to budgetary aid), $2.5 million (in rials) is for 
long-term development loans for purposes not yet determined, and the 
balance is for United States uses in Iran. There is increasing indica- 
tion that the Government of Iran may seek to purchase additional 
wheat under Public Law 480 since there is a need for greater reserves, 

In connection with surplus wheat, it should be reported that the 
20,000 tons of wheat which were made available as a grant last July 
after the flood disaster in southern Iran have been effectively distrib- 
uted to aid victims of the disaster and that careful effort was made to 
assure that the source of the wheat was recognized. The mayor of 
Isfahan told us that the people in his area knew the wheat came from 
the United States and were extremely grateful for it. 


(e) United Nations programs in Iran 

Including the children’s program, United Nations aid to Iran in 
1956 amounted to $1,949,238. By far the largest United Nations 
program in Iran is its technical assistance program. A list of their 
1956 activities would include: economic surveys and planning, in- 
dustrial planning, agricultural development, public health, education, 
and public administration. Considerable effort is apparently made 
to coordinate United States Operations Missions and United Nations 
activities and thus assure a minimum of overlapping and duplication. 
It is, however, understandable that Iranians do not always distinguish 
between United Nations and United States technical assistance when 
both are doing work along similar lines. 


4. Effectiveness of aid programs and conclusions 

(a) Objectives of aid programs, analysis of their relevance, and 

conclusions 

The general overall objective of the United States aid policy in Iran 
of preserving Iran for the free world is certainly sound and all our 
missions in Iran seem well geared to this objective. 

Military program.—The objective of the military program in Iran 
is to equip and train the Iranian forces to enable them to maintain 
internal security and provide some resistance to external aggression. 

In order fully to analyze the validity of this objective, it would be 
necessary to obtain answers to a number of related questions which 
in a sense go far beyond the borders of Iran. A list of these questions 
might well include the following: 

1. What type and magnitude of outside aid, over a period of 
years or all at once in the event of war, would be forthcoming to 
ran? 

2. How long would Iran be expected to delay the advance of 
an aggressor before outside military support would be forth- 
coming? 

3. Keeping in mind that some doubt exists as to Iran’s ability 
to absorb in the immediate future substantially increased levels 
of military aid, how long will it take before Iranian forces attain 
their maximum effectiveness? 

4. What plans exist for coordinating the forces and strategies 
of Iran with those of its friendly neighbors—Turkey, Iraq, and 
Pakistan; to what extent are these plans merely on paper, and 
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whet will be necessary, from all sources, to put these plans into 
effect? 

5. And, above all perhaps, how important from a strictly 
military viewpoint is it that Iran be able to provide “some 
resistance’’? 

These, it would seem, are vital questions which must be answered 
before it is possible intelligently to analyze the relevance and validit 
of United States military aid objectives in Iran. What is needed, 
and what we are not able to provide fully, are answers to these ques- 
tions, and, in general, an analysis of where our military activities and 
objectives in Iran fit into any broad picture of western defense plans 
for this entire area. 

Whether current military assistance and military objectives in Iran 
are valid and relevant depends also, to an important extent, on our 
political objectives in that country. There is no question—in my 
own mind—that our military aid to Iran is justified on political as 
well as military grounds. In fact, even if, theoretically speaking, 
military aid to Iran could not be justified on military grounds, I 
believe that it could be partially justified on political grounds alone. 

Nonmilitary programs.—There is no question that our technical 
and economic aid programs in Iran have been important and valuable 
and that our assistance has accomplished a great deal. Without it 
Iran would certainly be today in a serious position, politically and 
economically, and might well even be under complete Communist 
domination. 

As has been described, the stated objectives of our nonmilitary 
aid programs in Iran have political and military, as well as economic, 
implications. A politically stable, economically healthy Iran in which 
adequate progress is made toward meeting the aspirations of the 
Iranian people for economic development will, it is felt, be an Iran 
alined with the West, opposed to communism, internally secure, 
and better able to defend itself against external threats. 

The nonmilitary objective picture has, in the past, been further 
colored by military and political considerations resulting from the 
critical situation which developed in Iran under the Mosadeq regime. 
As a result of that crisis, large emergency grants were made to Iran 
which unavoidably changed, for a time, the character, size, and pur- 
pose of our technical assistance program. 

However, conditions are now more stable in Iran, and the non- 
military programs are diminishing in size as Iranian oil revenues 
increase. It would therefore seem appropriate that the objectives 
of our nonmilitary aid programs in Iran be revised, placing greater 
emphasis on the positive side of helping the people in their efforts to 
achieve better living conditions by giving Iran technical advice and 
by demonstrating better techniques and with less emphasis on the 
essentially negative objective of preventing the spread of communism. 
It is important, especially in underdeveloped countries, that we give 
some basic meaning to our nonmilitary aid above and beyond the 
“anti-Communist” objective, important though that undoubtedly is. 

Other than technical assistance, United States nonmilitary aid to 
Iran consists largely of defense support. 

The objectives of defense support are not clear, and probabl 
would be impossible of definition under the present use of funds 
authorized and appropriated under this title. For, under the name 
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of ‘“‘defense support,’’ funds are being made available for military 
construction, for budgetary support to the Iranian Ministry of 
Finance, for economic impact projects, for loans and grants, for 
construction of gendarmerie posts, and for machinery and equipment 
needed in technical assistance projects and demonstrations. Defense 
support in Iran apparently resembles a fund out of which any mission 
can draw for almost any aid purpose. 


(b) Magnitude of aid programs 

Military.—As has been indicated, doubt exists as to Iran’s ability 
to absorb a substantial increase in military aid levels, unless the 
United States is willing to send increased military personnel to 
operate and maintain equipment, to step up training of Iranian 
forces, and to provide further budgetary support. 

The problem here is not so much one of magnitude but rather of 
deliveries and program approvals. Long delays in the military 
construction program have already been mentioned. There also 
exists a delay in the delivery of planes which, unless corrected by 
next summer, could prove serious. These delays have and will have, 
to an increasing degree, not only military but also political 
repercussions. 

United States assistance to the Iranian Gendarmerie has been very 
successful, to the extent that internal security is now about fully 
achieved. It is felt, therefore, that United States aid in this field 
should in the near future be terminated with the exception of re- 
placement parts and perhaps the continuance of a skeleton advisory 
group. 

The magnitude of military aid to Iran can only be analyzed and 
judged fully after answers are obtained with regard to military aid 
objectives in Iran (see above). 

Nonmilitary.—It is my judgment that a leveling off and slight 
reduction of funds for technical assistance would be fully justified. 

It is almost impossible to judge whether the level of aid under 
defense support is the proper level, as long as the terminology and 
assignment of funds ender defense support is as loose as it is at the 
present time. 

With regard to further budgetary aid to the Iranian Government, 
I believe that this aid should no longer be necessary unless, as a result 
of the Suez crisis, substantial losses in oil revenue are incurred. 


(c) Loans versus grants 

Wherever possible, the nonmilitary program in Iran should be in 
the form of loans, with the exception of technical assistance. If 
the Iranian Government is willing to make loan agreements with the 
International Bank of $75 million, with the International Monetary 
Fund of $17 million, and with the Export-Import Bank of $53 million, 
then it would seem logical to conclude that International Coopera- 
tion Administration loans rather than grants should be acceptable, 
especially if oil revenues accruing to the Iranian Government continue 
to increase (as envisaged before the Suez Canal crisis developed). 

However, in my judgment, our military aid to Iran should continue 
to be in the form of grants. 

Defense support, to the extent that it is not military aid, should be 
on a loan basis. 
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(d) United States Operations Mission activities and programs. 


I am inclined to feel that the present technical assistance program 
in Iran is spread too thinly over too many projects. As the size of 
the program gradually diminishes, many of these activities will 
necessarily be curtailed. (Projects operated formerly by United 
States personnel are being turned over to various Iranian ministries 
with the United States Operations Mission’s role becoming essentially 
an advisory one.) The United States Operations Mission is already 
making efforts to narrow the number of projects in which it is involved, 
and these efforts should be encouraged. I feel it is better to concen- 
trate than to spread too thinly with a smattering of aid and advice in 
nearly every governmental activity and agency. 

Today, in Iran, “integration” is taking place; that is to say, United 
States aid projects are being turned over to Iranian ministries, with 
United States personnel playing only an advisory role. Certainly, i in 
the long run, integration should take place. But I am inclined to feel 
that it should not be pressed too rapidly; that it is doubtful whether, 
in many instances, the Iranian personnel are really ready to take over. 
In some instances, we found that where integration had already 
occurred, the Americans were by necessity still, in effect, directing 
and not just advising. It would be my hope that the International 
Cooperation Administration in Washington would give this suggestion 
further study. 

There is a tendency, I found, in our technical assistance programs 
to put forward on the Iranians complex administrative and operational 
systems which although perhaps ideally suited for our own Govern- 
ment, may be too advanced for Iran at its present stage of develop- 
ment. We must be careful not to saddle a relatively underdeveloped 
country with systems and methods which may be beyond their capac- 
ities or needs. What we saw, for example, of the United States 
Operations Mission’s labor activities led us to wonder whether the 
labor-unemployment organization they had instituted would not 
serve a more useful purpose in Washington than in Teheran. 


(e) Administration and coordination 


At several points in this report, delay in deliveries and program 
approvals has been discussed. In both military and nonmilitary 
programs, there is a pressing need for greater speed in Washington in 
getting items delivered, programs and projects approved, the Interna- 
tional Cooperation Administration contracts considered and approved 
and funds allotted. An apparent lag in recruitment in Washington 
also causes difficulty in the field. 

We were informed that in some cases it takes up to 6 months before 
the International Cooperation Administration contract agreements 
are approved. In the meantime, projects in the field are delayed or 
operated under strength. 

In the case of military end-items, some time-lag between funds 
authorized and deliveries to Iran is probably unavoidable. But there 
seems little reason to permit unexpended technical assistance furids 
to reach the $10 million figure. 

The fiscal year 1957 program has not yet apparently been completely 
approved by the International Cooperation Administration in Wash- 
ington, and half of fiscal year 1957 is over. Large carryovers and a 
growing pipeline are the result. 
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In addition, as has been pointed out, these delays are bound to have 
goons repercussions which are not in the interests of the United 

tates. 

It has been noted that the size of the country team in Iran is about 
876 persons. We gained the impression that a disproportionate 
number of this total is concentrated in the Teheran area, especially 
personnel attached to the United States Operations Mission and the 
United States Information Agency. While recognizing the recruit- 
ment difficulties involved, it is nevertheless felt that special effort 
should be made to assign more technicians and information specialists 
to the field. In Isfahan, the second largest city in Iran (along with 
Tabriz) at the time of our visit there was no United States Information 
Agency specialist. (To be sure, a replacement for the one who had 
left was expected.) In Shiraz, the fifth largest city, there is no United 
States Information Agency specialist either. There is much useful 
work that can be done—outside of Teheran—by the United States 
Information Agency. And, in some instances, it is being done. But, 
I repeat, more effort in this direction should be made. 

One wonders, also, whether it would not be possible to have some 
of the administrative work now performed in Teheran for the United 
States Operations Mission done equally well in Washington. Finally, 
& mission in Iran as large as the present one is susceptible of causing 
certain resentment. Our Embassy seemed to be fully aware of this, 
to the extent that they feel any substantial increase in personnel 
would be politically inadvisable. 


(f) The Plan Organization and United States nonmilitary aid 


Earlier in this report, it was pointed out in some detail that Iranian 
oil revenues accruing to the Plan Organization are very sizable and, 
barring a failure to clear the Suez Canal in the near future, will 
continue to increase for the next few years before they level off 
somewhat. It has also been stated in this report that considerable 
doubt exists over the ability of the Plan Organization to use effectively 
all the funds at its disposal. 

The United States Operations Mission feels—and I concur—that it 
is vitally important for the Plan Organization to succeed. In the 
past the Plan Organization has been reluctant to accept United States 
advice in its operative and administrative problems, which are many. 
Now, however, the Organization is more willing to accept this kind 
of assistance. The United States Operations Mission is of the opin- 
ion, therefore, that it is important for them to become more active in 
advising the Plan Organization. It is primarily for this reason that 
the Governmental Affairs Institute is sending, at the request of the 
Plan Organization, a group to Iran under an International Cooperation 
Administration contract agreement. Keeping in mind the funds 
locally available to the Plan Organization, the United States Operations 
Mission was asked why it was that this new group coming to Iran 
and the Fry group already there could not be handled directly by the 
Plan Organization without International Cooperation Administration 
financing. We were informed that in the case of the Fry group, if 
the contract were to expire tomorrow, the Plan Organization would 
probably hire the group direct. The United States Operations Mission 
felt, however, that this would not be arlvisable, since it would then be 
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more difficult for the United States Operations Mission to play a role 
in assisting the Plan Organization. Thus, if one accepts, as I am 
inclined to, the United States Operations Mission belief that it is 
important for them to have some working relationships with the Plan 
Organization in order to help assure its success, then a good argument 
can be made for the Fry and Governmental Affairs Institute contracts. 

However, I would recommend that further study be given to the 
possibility of financing, at least partially, future contracts of this type 
through long-term loans. O 





